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In 1852...7 out of 10 babies grew up to be farmers. 
In 1952 ....it is less than 2 out of 10. Mechanized 
farming has led the way to this change! 





Here’s your strong and husky young American, 1952 
style. 

He’s a trifle young to worry much about his future. 
But, when the time for picking a job comes along, he 
can thank mechanized farming for his greatly broad- 
ened freedom of choice. 

Fact is, farm machines have given all of us a greater 
choice in the kind of work we do. Once, nearly all 
Americans were farmers. Today, less than two out of 
ten of us are needed to provide our nation’s food. 

That’s where International Harvester comes in. For 
120 years our business has been the development of 
mechanized farm equipment. Three-fourths of all 
products we manufacture today are used in rural 
areas. They help farmers produce more, in less time, 
with less effort. And they make farm life itself more 
satisfying and rewarding than ever before. 

Mechanized farming—using products such as Har- 
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vester builds—has led the way in making us the best- 
fed, best-clothed nation in the world. Last year, 29 
per cent more food and fiber were produced than in 
1941. That’s quite a record .. . especially since there 
were 4 million fewer people on farms in 1951 than 
ten years ago. 

Yes ...as fewer of us are needed on farms — more 
of us can choose other vocations essential to our na- 
tional well-being. 

Young Americans today can still be farmers. . . 
and better farmers than ever before. But they can 
also be doctors, lawyers, merchants, chiefs . . . what- 
ever they wish. The choice is theirs. 

That’s a big and vital contribution of mechanized 
farming. 


INTERNATIONAL 
HARVESTER “ic.” 


Builders of products that pay for themselves in use... 





International Trucks * McCormick Farm Equipment and Farmall Tractors 
Crawler Tractors and Power Units * Refrigerators and Freezers 
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Enjoy the 
finest-tasting whisky 
~~ 3 world! 






A Schenley 
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Whisky 


THE INTERNATIONAL WHIS<Y 
. . choice of connoisseurs 


in 62 countries 
WORLD’S CHOICEST BLEND 
Every drop of its whisky is 8 
years old or older, blended 
with smooth neutral spirits. 
86.8 proof. 35% straight whisky. 
65% grain neutral spirits. 
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More Telephone Service 


for More People Than Ever Before 


A Report of Progress from the 
1951 Annual Report of the American 
Telephone and Telegraph Company 


Again in 1951 the Bell System ren- 
dered more service than in any previous 
year. An even larger number of tele- 
phones (2,070,000) was added than in 
1950 or 1949. Telephone conversations 
reached an all-time high. 

More than a billion dollars was ex- 
pended for new construction. Never- 
theless, demand for service continued 
to run ahead of this tremendous build- 
ing program, and the load on lines and 
switchboards increased as the year 
went on. 

National defense was—and continues 
to be—our task of first importance. This 
is an extremely big job, for military 
and civil defense communication needs 
today are even more varied and exten- 
sive than in World War II. 


Improvements in Service 


The average telephone was made 
even more dependable—more free from 
mechanical failure or imperfect opera- 
tion—than at any time in the past. 

More and more voiceways were pro- 
vided in 1951 through coaxial cable and 
radio relay systems. Operators were able 
to dial many more Long Distance calls 
straight through to the distant tele- 
phone. In November, an important trial 
of Long Distance dialing by customers 
began in Englewood, New Jersey. Tele- 
phone service to farmers continued to 
expand rapidly. 


\ a7 
BELL TELEPHONE SYSTEM (B) 


Telephone rates that produce a rea- 
sonable profit will always be essential 
to good service, and good service is vital 
to our national life. 

Our ability to attract and protect 
the savings of investors and keep on 
doing a better job in the future depends 
fundamentally on good earnings and 
good credit. 


Financial good health is the basis for 
real economy in rendering service, for 
it enables the Bell System to invent, 
develop, finance and install the new and 
better facilities which improve service, 
partially offset rises in costs caused by 
inflation, and save the public money. 


A Reasonable Rate Program 


While increases in telephone rates 
have varied for different classes of serv- 
ice in different places, on the average 
they have amounted to only about 
twenty per cent since 1940, and the 
average increase per telephone is less 
than five cents a day. 

At the end of the year there were 
648,500 Bell System men and women— 
an increase of about 46,000 over 1950. 
More than 220,000 employees have 
been with us ten years or more, 142,000 
have served twenty years or more, and 
g4,000 have completed twenty-five or 
more years of telephone work. 


Good Service with Good Spirit 


The men and women of the Bell 
System are its greatest asset. They 
served the nation well in 1951. Their 
ability and good spirit are the founda- 
tion for confidence in the years to come. 
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THE MAGAZINE OF WALL STREET 


C. G. Wycxkorr, Editor-Publisher 


WAGE STABILIZATOIN ENDED?.. A few days ago the 
Wage Stabilization Board finally submitted its rec- 
ommendations in the steel wage dispute and, thereby, 
destroyed any valid reason for its continued exis- 
tence. It must be remembered that the Board, as 
originally set up by the President a little over a 
year ago, was the result of a revolt by the labor 
unions against the newly-established authority of 
Mr. Charles E. Wilson, the mobilization director. 
Under this authority, Mr. Wilson was given full 
powers to use the controls which Congress had en- 





acted after the outbreak of the Korean war. When 
it seemed that the mobilizer was prepared to take 
his duties seriously and take all steps to prevent 
further inflation, it was not difficult for the unions 
to gain the ear of the President and to recommend 
the establishment of the Wage Stabilization Board, 
a step which, as events now have proved, could not 
of itself halt a labor-sponsored inflationary move 
when the unions commenced to exert real pressure. 
‘Obviously, the unions knew what they were doing. 

It was a foregone conclusion that a safe wage 
policy would not be followed in a real emergency, 
such as the present threatened steel strike. The 


Over 44 Years of Service 





- Tae 


I ~~/- Securities 
‘oreign Affairs, +1 


Politics ~ 


The Trend of Events 


what their wages would be. That the Wage Stabiliza- 
tion Board held hearings for weeks could never have 
altered the final outcome. It might as well have abdi- 
cated at the very beginning of its investigation and 
thus have spared the nation additional uncertainty. 

As matters now stand, it is a certainty that the 
unions will receive an important wage increase 
which will definitely breach the dike against infla- 
tion, for one must now expect other important 
unions to make their demands. Nor is there any 
reason why such demands should not be granted, 
once a precedent has been established in the case 
of the steel union. 

The lamentable spectacle of the Wage Stabiliza- 
tion Board in the matter of the steel wage is fur- 
ther proof that the real source of our troubles is 
that the Administration has never had any really 
effective policy for fighting inflation. Probably the 
chief reason for this is that the unions, which have 
given lip service right along to their desire to oppose 
inflation, have never really been serious about it as 
they have shown in their pressure to secure one 
wage round after another. 

It must not be forgotten that the pending steel 
wage increase will be the 





composition of the Board, 


seventh since the War. That 


which is appointed by the 
‘President, alone proves that 
regardless of its theoretically 
fair division into three groups 
—labor, industry and the pub- 
lic—the unions would occupy a 
dominating position since they 
had the absolute power of 
veto, through a threat to 
strike. Hence, in effect, they 
were in a position to decide 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








they have been so successful— 
though at fearful cost to our 
economy—is a tribute to their 
immense political power. At 
the same time, it is a fatal 
sign that the Administration 
no longer finds it possible to 
oppose this new giant power, 
which it itself is responsible 
for creating, in the first place. 
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THOSE PUBLIC MEMBERS... A minor point of reflec- 
tion in the steel case is the anomalous position of 
the WSB members who are called “public”. If there 
is anything the public is weary of it is the constant 
upward spiral of wages and prices, in which a small 
segment of the nation’s working force gets the 
higher wages and the rest of us get higher prices. 
If there is anything the public is conscious of it is 
that the saved 1939 dollar is worth only 56 cents. 
If there is anything the public is outraged by it is 
the growing burden of taxes, and the lack of any 
real progress toward reducing that burden. Yet the 
so-called public members, of this and every other 
mediating tribunal which has to do with the demands 
of organized labor, betray not the slightest concern 
with any of these things. They are happy to set the 
wage-price spiral in motion again, to assure a fur- 
ther decline in general purchasing power, to make 
every piece of military hard goods cost the deficit- 
ridden fisc more money. It might assuage our feel- 
ings a little to be honest and hereafter denominate 
these stooges of the Administration spenders politi- 
cal members. 


THE PRESIDENT’S DECISION . . . President Truman’s 
announcement that he would not run again for the 
Presidency will have political repercussions for 
months to come. Whatever these consequences are, 
one unfortunate result of his decision may be to usher 
in a period of drift at a time when important pieces 
of legislation are up for consideration. To mention 
only several, there is the foreign aid bill, the budget, 
and amendments to the Defense Act that will have a 
direct bearing on price controls. 

The outgoing President usually forfeits a good 
deal of his former influence with Congress, a situa- 
tion which is aggravated under present conditions 
with Truman having had very little prestige with 
Congress for a long time. Now, he will probably have 
less than ever. Nevertheless, the legislation must be 
attended to if the national interest is to be served 
efficiently. A proper course, it would seem to us, 
would be for Congress to waive political considera- 
tions with respect specifically to this needed legis- 


lation. One way of accomplishing this end would be . 


for Congress to adopt a non-partisan attitude for the 
time being, at least until some of the more important 
measures are enacted. 


MARKET ON CASH BASIS... It has been obvious 
for months that one of the prime reasons for the 
firmness of the better-grade stocks, in the face of 
a recessionary business situation, is that the market 
is practically on a cash basis. This is evidenced by 
the fact that with the Dow averages now some sixty 
points higher than two years ago, when brokers’ 
loans were at a peak, the latter have actually de- 
clined some 20%. 

The principal factors in the market nowadays are 
the insurance companies, investment trusts and pen- 
sion funds, with the latter still only at a potential 
stage. Pension funds are comparatively new and 
managers of these funds have not yet had time to 
develop a long-range policy in their investments. 
When they have done so, it will be found that they 
will apply an increasing percentage of their funds 
to the highest-grade common stocks. 


Another straw showing which way the wind is 
blowing is the recent New York State legislation 
permitting savings banks to invest in common stocks 
that qualify under rigorous rules, to an amount of 
5% of their assets or 50% of their surplus, which- 
ever is the smallest. This will eventually facilitate 
the investment of hundreds of millions of dollars in 


the best-grade equities. All of these purchases, of f 
course, are on a cash basis. When to the savings F 


bank purchases are added those of other large insti- 
tutional buyers, it is not difficult to see that an 
impressive element of strength has been added to 
the market foundation, regardless of temporary 
swings in business conditions. 


KEEP IT CLEAN ... An unhappy aspect of the race 
for the republican nomination for the Presidency is 





the rising friction between the Taft and Eisenhower | 
camps. It has hardly to be expected, of course, that | 
such a contest as these two gentlemen are waging | 
should always remain on the high plane on which it | 


began. A politician must equate the safety of the 
republic with his own return to office; otherwise, 


he could hardly stomach the compromises every poli- | 
tician must make to keep getting elected. But there | 


is no excuse for the charges and countercharges, 
sneers and innuendoes, which have been exchanged 
by partisans of the republican candidates. 

Senator Taft is a good American passionately con- 
cerned with the solvency of the national treasury, 


and sensibly committed to maintaining its commit- | 


ments abroad. General Eisenhower is a good Ameri- 
can stoutly convinced of the nation’s obligation to 
the rest of the free world, and wise enough to know 
that solvency at home is the first condition of ful- 
filling that obligation. Any differences between them 
is of minor importance compared to the necessity of 
uniting their forces behind whichever one of them 
wins in July, to storm the entrenched minkocracy in 
November. That is going to take more doing than 
is generally realized. 


MODERNIZING ANNUAL REPORTS... Most corporate 
managements have learned that it pays to keep their 
stockholders well informed. Each year witnesses an 
additional number of companies submitting annual 
reports which cover the companies’ activities in 
voluminous detail. However, some managements are 
still old-fashioned and persist in giving skimpy in- 
formation but the number of such companies, for- 
tunately, is steadily decreasing. 

It is only proper that the stockholder, who, after 
all, is one of the owners, should be given an oppor- 
tunity to tell whether the management is doing a 
good job or not. The only way he can do this is if 
the management is frank with him. In addition, he 
also deserves to know of important developments 
such as new products created by research, new ex- 
pansion plans and, above all, the essential facts as 
to earnings and financial position. Some of the com- 
panies issuing annual repoi now go to great 
lengths and their reports, consequently, are models 
of clarity and completeness, with a wealth of infor- 
mation on many different phases of their companies’ 
operations. It is needless to say such public relations 
is salutary from every viewpoint and should be 
encouraged. 








BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: : 1907 — “Over Forty-four Years of Service” — 1952 








THE MAGAZINE OF WALL STREET 








inqu 
idea 
gral 
the 
lect 
Wo! 
wel 
shoi 
reso 
pro 
wit 
Wea 
dest 
soe 
for 
unl 
the 
mel 
cal 
sho 
us — 
to 
tior 
bre 
con 


not 
the 
our 
cor 
hel 
fai 
tax 
of ¢ 
rea 
pu 
CoOL 
bli 
int 
wi 
the 
tio 


ho 
squ 
inf 
cre 
cor 


ine 
int 


str 
an 


AP 








d to 
rary 


y 
race | 


y is 


wer | 


that 


ring | 
hit} 
the | 


rise, 
oli- 
lere 
Bes, 
ged 


on- 
ry, 
nit- 
eri- 

to 
OW 
ful- 
em 
- of 
em 
rin 
1an 


ate 
eir 

an 
ual 

in 
are 
in- 
or- 
ter 


or- 
, a 


its 











As 9 See Jt! 


By JOHN CORDELLI 


FOREIGN AID MUST GO TO REAL NEEDS 


+. Washington, Congress begins its perennial 
inquiry into foreign aid. Nobody quarrels with the 
idea; the need for helping our Allies is taken for 
granted. The threat of international communism to 
the foundations of our good life must be met col- 
lectively by the Free 
World. It is logical that 
we in the United States 
should share our great 
resources and our great 
productive strength 
with! the countries 
weakened by wartime 
destruction and by the 
social and economic 
forees which the war 
unleashed and which 
the communists fo- 
ment. It is equally logi- 
cal that our Allies 
should do their best by 
us by sincerely trying 
to correct the condi- 
tions which provide 
breeding ground for 
communism. 

Our resources are 
not inexhaustible, and 
the thin scattering of 
our aid over all four 
corners of the earth 
helps nobody. It is un- 
fair to the American 
taxpayer, and to those 
of our Allies who are in 
real need, to hold our 
purse open to any 
country whose rulers, 
blinded by their own 
interests, fail to deal 
with the conditions 
that breed dissatisfac- 
tion and communism. 
For this reason, it is the duty of Congress to ask 
how our money is spent and to see to it that it is not 
squandered. Moreover, it is sound to use American 
influence to persuade our Allies to do their best to 
create conditions, social and economic, under which 
communism cannot thrive. 

This column would like to go on record that exam- 
ination of foreign aid is not enough. An inquiry, per- 
haps under inter-Allied auspices, should be made 
into whether the burden of the anti-communist 
struggle is placed where it can be carried. Why should 
an American business executive or industrialist give 
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“SITUATION AT A GLANCE” 





the greater part of his financial reward as taxes when 
his Greek or French counterpart is permitted to 
escape with only a nominal tax? 

Take Greece, for example. During the past seven 
years we have poured into that country some $2.5 
billion in aid, not count- 
ing the aid given by 
Great Britain. This is 
three times as much as 
Greece’s entire foreign 
debt before the war. It 
is some $350 for every 
Greek, which is quite a 
bit, considering that 
the Greek per capita 
national income is 
around $160. Let it be 
said that no country 
and no people have de- 
served such aid more. 
After five years of Ger- 
man occupation and 
five vears of merciless 
civil war against com- 
munism, the country 
was in a shambles. The 
valiant fight of the 
Greeks prevented the 
Russians from break- 
ing into the Western 
Mediterranean. 

It is true that a good 
many things were ac- 
complished with our 
aid. The country’s 
transportation system 
was rebuilt, and more 
land is being made 
available for the pro- 
duction of food. Refor- 
estation is being at- 
tempted, and the drain- 
ing of Swamps in Mace- 
donia and the Peloponnesus has reduced the danger 
of malaria, which may have been the real cause of 
ancient Greece’s decline. On the other hand a lot of 
money has been squandered on fruitless industrial- 
ization and other experiments and also in boltering 
the drachma, the Greek currency. Many things are 
left undone: land reclamation, water conservation, 
and electrification. Now that we have announced 
that we shall cut our aid to Greece below $200 million 
during the coming fiscal year, there is great con- 
sternation in Athens that these projects should be 
left unfinished. We are (Please turn to page 60) 
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Is The Market Near A Turning Point? 


Ending several weeks of near-stalemate, the market rose briskly in the second half of 
last week without apparent relationship to news developments. The Dow rail average 
was pushed to a new major high. Industrials remain in the January-February range. 
Sentiment on the business outlook is more hopeful. 


By A. T. MILLER 


bf ollowing several weeks without significant 
betterment of the early-March rally high in com- 
posite stock prices, and following several days of mild 
recession associated with the impasse on steel wages 
and prices, the market had a fairly sharp upward 
spurt in the second half of last week. It was touched 
off by a vigorous rise in rails (2.75 points) in the 
Thursday, March 27, trading session. By the end of 
the week there had been a three-day net gain of 4.10 
points in the rail average, 5.13 points in the industrial 
average, and a fraction for the utility average. 
This took rails to a new major high, bettering the 


February, 1951, high by more than 2 points. Rail 
strength was materially broader—that is, less concen- 
trated in the few oil-angle rails—than it had pre- 
viously been on the February-March upswing. The 
industrial average, remaining within the confines of 
the moderate January-February trading range, has 
a material distance to go in any test of either its Janu- 
ary recovery high or its major high of last September. 
Although doing little, utilities continue in the close 
vicinity of their post-1946 high. 

Rails may have been buoyed by anticipation of the 
ICC decision on freight rates, rumored for release by 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND - 


or over the week-end. The rumor proved 
premature, but the decision is still ex- 
pected at almost any time. Mr. Truman’s 
removal of himself from the Presidential 
race, and the resignation of Defense Mo- 
340 bilization Chief Wilson, may have impor- 

tant bearing on the course of the market 
320 from now on, but neither had been even 
hinted during last week’s improvement. 


300 
Significance in Doubt 


280 

It remains open to question whether 
260 the performance has any more general- 
trend significance than the numerous se- 
lective limited-swing moves, both ways, 


2Ho seen since early 1951. Sharp and brief 
spurts or dips are nothing new in this 
120 market; and exaggerated meaning can 


easily be read into them. For instance, in 
the last three sessions of the January- 
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February downswing in prices, the indus- 
125 trial average had a total decline of 7.81 
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points, rails 2.67 points and utilities 2.22 
points—yet the market promptly levelled 
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|"¢e Cot er eee out. 
230 | ee Pig pina | us There is no broad move of investment 
fe F eps funds into rails, for, with few exceptions, 
220 | INVESTMENT DEMAND 110 these issues lack investment status. Re- 
gardless of the transient matter of the 
rate decision, which may or may not prove 











disappointing when it comes, the rail in- 
dustry’s prospect, both for 1952 and long 
term, is a good deal less than dynamic. 
Strength in rails is largely an aspect of 
speculative selectivity with buyers, espe- 
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cially traders, following 
the apparent line of least 
resistance. It has not been 
accompanied up to this 
writing by revival in low- | 200 
priced speculative indus- 
trials which in the past | '% 
have generally paralleled | , go 
rail action pretty much. 
There was some renewed | 27¢ 
demand for steel, a specu- 
lative group, in the short 
Saturday session, but on a 
guess basis. Over the week- 
end confusion about steel 
prices, wages and the 
strike threat became 
greater than before. Age 

Taking an over-all view 
of the market, it is clearly | 9 
on the encouraging side 
that it has held up rela-| ¢s 
tively well on balance 
through the first quarter | 8° 
in the face of generally re- 
duced corporate earnings, | 15 
some further weakness in 
commodity prices, sagging 
tendencies in some seg- 
ments of the civilian econ- 
omy and dynamic progress 
in none, a disappointingly 
slow rise in defense spend- 
ing, the deflationary im- 
pact of a Treasury cash- 
surplus position and the 
heavy March tax pay- 


d 


ments. 

The performance in that 
environment and especially the recovery in March, 
moderate as it has been to date, suggests (1) that 
the decline of the industrial list of January-February 
was a completed correction; (2) that there is no 
serious vulnerability in the present position; and (3) 
that selective upward tendencies may well go further, 
barring some unpredictable news shock, perhaps de- 
veloping into another “phase of optimism” more or 
less comparable with the several previous limited 
upswings seen since early 1951. 

Investors have shown no significant willingness to 
liquidate, excepting on a highly selective basis in 
individual stocks; and they have recently shown a 
tendency to discount any developments which could be 
construed as favorable. Thus, there has been a sub- 
stantial recovery in automobile and auto parts stocks, 
on the reasoning that easing supplies of materials 
will permit larger 1952 production than had been 
expected earlier. Of course, the question about auto- 
mobiles, and other consumer durables, may turn out 
to be sales, rather than production; but it will not be 
factually answered until later on, and meanwhile the 
market seems inclined to take the answer on faith. 

About as many stock groups have recently eased 
to new 1952 lows as have reached new 1952 highs, 
with neither category numerous. The chief groups 
at new highs currently are autos, auto parts, rails and 
investment trusts. Oils are showing enough selective 
strength to be flirting with the previous group 
high. Among the recent weaker groups have been 
coppers, drugs, fertilizer stocks and packaged foods. 
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The depressed textiles show some modest recovery 
tendencies. 


General Market Climate Better 


A better general climate for the market appears 
to be shaping up, partly because the Administration 
is taking the expected course of trying to make the 
economic situation look good between now and the 
November election. Arms spending is scheduled to 
speed up substantially. Thus, the Secretary of De- 
fense states that the rate, about $3 billion a month in 
early 1952, will reach $4 billion a month by June. In 
a great variety of industries the Defense Production 
Administration is handing out certificates of neces- 
sity, permitting accelerated depreciation, with a 
lavish hand. The total now approximates $16 billion. 
It is a goodly part of the reason behind the indicated 
record 1952 outlays for new plant and equipment, 
which now seem likely to decline only slightly from 
the peak first-half level in the second half. Restric- 
tions affecting non-defense business are being eased 
or lifted right and left. Civilian business activity is 
more likely to improve at least moderately before 
long than to get worse. 

However, it is doubtful that any basic change in 
the character of the market—a selective, limited- 
swing market for a long time—will develop, since the 
supporting and restraining factors remain fairly 
closely balanced. The supports become effective on 
relatively moderate (Please turn to page 59) 
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Giants 


Race for Diversification 


By WARD GATES 


: the end of World War II, American 
manufacturing concerns have made amazing strides 
in widening their corporate bases. Many companies 
have not been content with adding new lines to their 
basic products but have entered entirely new fields, 
some of them quite foreign to their original busi- 
nesses. 

As a result, American industry to-day offers a pic- 
ture of diversification that is quite unparalleled. No- 
where else in the world does it exist on such a scale, 
and in no other respect does American dynamism 
exhibit itself so fully. 

Behind this enormous expansion is the desire of 
managements first to increase their earning power 
under present active business conditions, and second 
to free themselves from too great dependence on a 
limited number of products. This in turn, they hope, 
will render their companies less vulnerable to the 
effects of cyclical changes. 

Under the influence of this drive for diversifica- 
tion, entire industries have been transformed. The 
petroleum companies are no longer simply producers 
and distributors of petroleum products, but are good- 
sized chemical concerns on their own account. Rubber 
companies are likewise important factors in the 
chemical industry. Copper companies have been 
brought into aluminum and light metal production. 
Chemical concerns are now engaged in making ferro- 
alloys and are heavily involved in atomic energy. 
Liquor and meat-packing companies have entered thé 
important pharmaceutical fields. Electronics has at- 
tracted companies from such diverse fields as type- 
writers and business machines and railway equip- 
ment. 


Multiple-Product 


ee ke 

Obviously, these efforts, which are being magnified 
literally by tens of thousands of manufacturing con- 
cerns, have had a predominant influence in raising 
capacity. The effect of diversification is especially 
witnessed in the over-all productive capacity of our 
basic industries. Aluminum capacity has doubled and 
in other industries such as steel, electrical equipment 
and petroleum, increases have been similarly impres- 
sive. However, this rapid growth is not limited to the 
major industries and companies but has affected 
concerns of all sizes, from the largest to the smallest. 

While the trend towards diversification has been 
aided by the needs of the defense program, manage- 
ments have not lost sight of the fact that this is a 
relatively temporary factor, and that they must look 
far ahead if they are to provide a sound basis for 
their operations when the crisis has ended. Never- 
theless, since the trend towards diversification is 
universal it follows that the resulting expansion in 
capacity has increased potentialities for competition 
on a far wider scale than any yet seen. Hence, the 
question arises whether the possible risks in over- 
diversification may not eventually counterbalance the 
obvious advantages. 


Some Invade Crowded Fields 


In a free enterprise system such as ours, corpora- 
tions naturally make plans to suit their individual 
requirements without consulting one another. They 
are likely to lack real information as to whether they 
may be creating the basis eventually for severe com- 
petition. In the present situation, many companies, 
in order to expand their earnings base, have entered 
fields already crowded with new entrants. This is 
particularly true of some newer products such as 
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Expansion of Companies Into New Industrial Fields 





Allegheny-Ludlum Steel 


American Cyanamid 


Celanese Corp. of America 


Dow Chemical Co. 


Food Machinery & Chemical 


General Electric 

Glidden Co. 
Goodrich (B. F.) Co. 
Goodyear Tire & Rubber 


International Tel. & Tel. 





Koppers Company 


Chemicals 


Acrylonitrate; plastic 
resins; nitrogen com- 
pounds 


Petro-chemicals; Plas- 
tics; “Celcos’ fiber; 
chemical yarn. 


Industrial & Petro- 


chemicals; Plastics; 
Fibres. 


Nitric acid; Westvaco 


chemicals. 


Plastics. 


Aromatics; silicone, Cortisone; Fine Chemi- 


rubber emulsion, paint 
and other chemical 
Products. 
Aromatics; Silicones, 
cold synthetic rubber; 
Plastic-film. 
Neolite; Pliofilm; Vin- 
ylfilm; Air Foam; syn- 
thetic rubber. 


Petro-chemicals. 





McGraw Electric 


Merck & Co. 


‘Nitric Acid. 





Minneapolis Honeywell Reg. 





Minnesota Mining & Mfg. 


Flurochemicals. 


Drugs 


Hydrocortisone; Aure- 
omycin; Varidase. 


Pharmaceuticals and 
Fine Chemicals. 


Hydrogen Peroxide. 


cals. 


Antibiotics. 





Monsanto Chemical 


29 new products in- 
cluding ’’Krilium.” 





National Distillers 


Petro-chemicals; 
Metallic-sodium. 





National Lead 


Electrical & Electronic 


Guided Missiles; Elec- 
tronics; Transistors. 


Electronic, Radio, Tele- 
vision and Telephone 
products. 


Utility Equipment. — 


Titanium; 
Metalcast. 





Machines & Metals 


Jet Engines. 


Titanium Process. 


Pickling Steel Process. 


Continuous Metalcast. 
Electrical Porcelain. 
Magnesium Products. 


Marine Equipment. _ 
Thermo-fax Process. 





Continuous 





Miscellaneous 


Tool Steels and Special 
Alloys. 

Coal-Chemical Develop- 
ment; other new Drug 
Developments. 
Development of indus- 
trial Chemicals. 


Atomic Energy; New 
Chemical Development. 


New Food Producing 
and Agricultural Ma- 
chines. 

Construction Materials; 
Atomic Power. 
Improved Products in 
Vegetable Oil, Soy 
Bean, Animal Feed and 
other by-products. 


Microwave Radio Beam; 
Radio-Telephone Equip- 
ment and Devices; Home 
Electric Accessories. 


Bus Air - conditioning; 
Electric Transformers. 


Various control devices. 











Titanium; Magnesium. Nickel Processing. 








Phillips Petroleum 


Synthetic fiber; Petro- 
chemicals; Industrial 
Chemicals. 





Pittsburgh Coke & Chemical 


Plastics; Organic fine 
Chemicals; Agricultur- 
al Chemicals. 


Pharmaceuticals. 








Pittsburgh Plate Glass 


Plastics. 





Radio Corp. of America 





Schenley Industries 


{ Synthetic blood plasma; Penicillin and | 
| streptomycin products; Sedamyl; Titralac f 


Television Glass. 





Color TV; Electron 


Microscope. 








Atomic Energy; Rocket 
Fuel; Sulphur extrac- 


tion. 





Building Materials. 


Air Conditioning, 
Transistors. 





Sylvania Electric Products 





Thompson Products 


Electronics; Transis- 
tors;; Color TV; Radio. 


Electronics. 





"Light Metals and Met- 
allurgical Products. 


Auto Finish; Paint 
Brushes. = 
Various new Television 
& Electronic Products, 
Developments & Re- 
search. ae 
General development 
of Drugs and Medical 
Products. 


Ha loligh t & Panelesce nt 
Lighting; Radio Sub- 
miniature Tubes. 





Motor Car Devices; Air- 
craft, Accessory & Spe- 
cial Products. 





Union Carbide & Carbon 


Petro-chemicals; Plas- 
tics; Inorganic Chemi- 
cals. 





U. S. Rubber 





Westinghouse Electric 
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a Plastics; Synthetic Rub- 
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Devices, Electronics, 


Television. 


Metallurgy, 


loys; Mining Disinte- 


grator. 


Improved Carbon and 
Graphite Products; 
Atomic Energy; Indus- 
trial Gases. 

Synthetic Industrial 
Products; Auto & Re- 
friger. Parts and other 
Rubber Products. 





: ~ Aircraft, Sub marine : Jet Engines; Coal-Min- 


ing Motors. 








Atomic Power; Artificial 
Kidney; Household Ac- 
cessories. 




















er in the chemical, electronics and pharmaceutical 
elds. 

Literally hundreds of companies are attracted into 
various branches of these industries as soon as a 
profitable product is sighted. New fields easily be- 
come quite crowded under these conditions. In the 
struggle to widen and diversify the number of their 
products, many companies may find themselves get- 
ting rather off base. 

Some companies desire to employ surplus funds in 
new fields in an attempt to escape too great a de- 
pendency on a limited number of products. But in 
this effort the risk is taken that the addition of new 
productivity in fields already occupied by other com- 
panies may result in saturation of these markets. 

Other companies add to capacity because they find 
it convenient under the system of accelerated amor- 
tization. However, though they obtain added plant 
capacity on a favorable tax basis, they cannot be 
quite sure that at the end of the crisis period they 
will not have more production than markets. 


Rising Economy Sustains Expansion 


It is true that in a rising economy such as the 
present, the addition to industrial capacity brought 
about by increasing diversification can be more or 
less easily absorbed. The question arises, however, 
whether this would be true in the event of a major 
recession. Despite this uncertainty, corporations 
must give heed to the necessity of improving their 
products and adding to them, through adequate 
research and development, in order to maintain their 
competitive positions. This alone would explain the 
very rapid expansion of most corporations into 
related and non-related fields of activity. 

The giant corporations, strictly speaking, have 
stayed more or less within the confines of their 
essential businesses. However, the dynamics of our 
economics, together with the changes in our technol- 
ogy, exerts a powerful pressure on even the oldest- 
established companies to develop products in which 
other industries may already have a vital interest. 
Hence we find, for example, that Allegheny-Ludlum- 
Steel has entered the titanium field, which is in a 
related field to steel and that Kennecott Copper, has 
also entered this field, although the latter, strictly 
speaking, is not related to copper. The reason for 
Kennecott’s move is obvious. It must believe the 
longer-range prospects for copper are relatively lim- 
ited, and an investment in titanium production will 
widen its earnings base. 


Rubber Company Sells Auto Parts 


It is not difficult to cite other examples of diversi- 
fication. United States Rubber has widened the num- 
ber of its products in recent years, manufacturing 
parts for automobiles, refrigerators and vacuum 
cleaners, in addition to its many basic rubber lines. 
Worthington Pump has added air conditioning and 
refrigerating equipment to its normal heavy ma- 
chinery lines. An interesting development is the 
entrance of Westinghouse Airbrake into the elec- 
tronics field, through its acquisition of Malpar Co. 

Underwood now has a typewriter especially de- 
signed for television. Not to be outdone, Burroughs 
Adding Machine has added several time and labor- 
saving machines for use in the sale of railroad 
tickets. The latter two developments are quite indi- 
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vidual, but it is not to be doubted that sooner or 
later other companies will enter these promising 
fields. International Business Machines, of course, 
has become famous in the field of specialized elec- 
tronics. 

The accompanying table gives an interesting cross- 
section of recent activities of some of our larger 
corporations in allied and non-allied lines. Expansion 
into these new fields, it will be noted, has been 
entirely within the existing corporate structure. In 
other words, the addition of new products has been 
accomplished through adding new divisions within 
the company or new subsidiaries instead of through 
amalgamation or outright purchase of the capital 
stock of other companies that may already be in the 
field. This is due principally to fear that mergers 
with concerns competing in the new product might 
bring the company afoul of the Clayton Act. 

The diffusion of management which necessarily 
follows diversification creates problems, especially 
in the field of research, as many of the new products 
are either in the exploratory or development stages. 
Large sums must be set aside for these specialized 
ventures, and long periods of waiting must ensue be- 
fore profitable production on a large scale can become 
possible. Some examples may prove of interest. Thus, 
Heyden Chemical has allocated $860,000 for research 
alone, Industrial Rayon, about $1.5 million, Inter- 
national Nickel, $2.5 million and Victor Chemical, 
$700,000. Most companies do not state the amounts 
they spend for research, to avoid disclosing valuable 
information to competitors. However, it can safely 
be assumed that the amounts set aside for these pur- 
poses are very large, indeed. 


Shale-Oil Venture Looks to Future 


Among special developments in the oil industry 
has been the increased attention devoted by Union 
Oil of California to the possibility of extracting oil 
from shale. It has a pilot test plant with a capacity 
of 50 tons daily going on its properties in Colorado, 
and will replace this with a 1000 ton plant. The com- 
pany estimates its potential reserves from shale at 
3 billion barrels, more than six times its present 
crude oil reserves. Extension of the oil industry into 
the petro-chemical field has been on an enormous 
scale in recent years, practically all the major com- 
panies having entered this lucrative.and important 
field. While it is difficult to distinguish between the 
large oil companies as to the size of their commit- 
ments in this new field, Phillips Petroleum seems to 
have taken a commanding position with regard to 
its many new chemical products. 

The basic purpose of diversification is to eliminate 
as much as possible the cyclical swings that in 
former years afflicted companies tied to a one or 
two-product output. Concentration on single products 
often proved disastrous when business turned down- 
ward. Having learned this lesson, most corporations 
lean today toward a multiplicity of products, related 
and non-related. This, of course, not only widens 
the number of products manufactured but also 
demands new classes of customers and, at the same 
time, compels the companies to find new sources 
of supply. 

One of the advantages of diversification is the 
improvement of the use of by-products. This is par- 
ticularly true of the oil industry, which has reached 
into the chemical indus- (Please turn to page 48) 
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| Shifting Business Trends 


.. . Since January. . 


By HAROLD S. TAYLOR 


the movement of the vast United 
States economy is a stupendous and never-ending 
task, and the statisticians seldom get as close to 
their subjects as a three-month lag. The first quarter 
of 1952 has been a period of many cross currents, 
which yet have kept production and national income 
in a state of uneasy balance. A look at these may 
afford some hint as to where we go next. 

Examination of one three-month period, no matter 
how searching, will hardly provide even tentative 
answers for any of the major questions which face 
the investor today. It is worth making, however, if 
only to re-emphasize the delicacy of the equilibrium 
which has persisted since mid-1951. 

First impression with regard to the next three or 
six months is that there should be an improvement 
both in sentiment and in business actualities. Many 
observers, both in business and government, tend to 
exaggerate the weight of incidents which would have 
been taken in stride in the more competitive world to 
which older investors and businessmen were accus- 
tomed. What we are seeing is the dawn of a return 
to the reign of the free market, after more than 
a decade in which all-out production found an always- 
hungry market. 

There are signs in 1952 so far of a bottom for the 
important textile group, which has been having its 
private depression for nearly a year now. Rayon and 
acetate shipments slipped 10% from January to 
February, the latter month showing shipments of 
81.5 million pounds. The year-to-year fall in the first 
two months’ sales was 15%, and producers’ stocks 
rose to 115.2 million pounds on March 1. Of this 62.8 
million pounds—five months’ supply at the February 
rate of use—was rayon (viscose) and 34.3 million— 
two months’ supply—was acetate. 

Reacting to these figures, acetate production was 
cut back to 44% of the industry’s capacity, and rayon 
other than tire yarn stood at 66%. DuPont, Tennessee 
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Eastman, American Viscose and American Bemberg 
all reduced filament prices, on some grades as much 
as 20 cents a pound. Celanese halted construction 
work on a South Carolina plant which would have 
gone into production before the end of the third 
quarter of 1952. 

Consumption of cotton, still the major textile fiber, 
showed a drop of 402,000 bales between the quarter 
ended in January, 1951, and the like three months of 
1951-52. January’s decrease from December was 
58,100 bales. 

The total nondurables picture is one of gloom. Even 
though retail and wholesale inventories of textiles 
and apparel are no longer a major problem, mill 
stocks are still above their normal relation to sales, 
and these stocks must be worked on before production 
is fully resumed. Yet the condition which caused the 
year-long textile depression—anticipatory buying at 
high prices which choked off demand as it increased 
inventories—has gone a long way toward correcting 
itself. One witness to a possible second-quarter up- 
turn is Harry M. Bliss, president of Pacific Mills, who 
said on March 20 that most of his firm’s cotton mills 
had been running 100% since January 1, and that un- 
filled orders had actually increased since the year-end. 


Leather Industry’s Picture Brightens 


At the fall leather show held in New York the week 
of March 10, one shoe manufacturer ordered 2 mil- 
lion feet of upper leather. Calf leather, aided by a 
50% decline in price since the 1951 show, regained 
some of the ground lost to synthetics. Tanners even 
reported better demand for sole leather, which pro- 
vided only 45% of shoe soles in 1951 because it had 
been priced out of competition with synthetic soles. 

In mid-March General Electric and General 
Motors, quickly followed by most of their competitors, 
reduced the prices of their electric refrigerators. This 





produced some outcries of alarm. A more self-confi- 
dent merchandising community, or one with a longer 
memory, would have ignored the action. Before the 
war, similar concessions were made every spring, to 
get last year’s stocks out of the way of this year’s 
models, and no one thought anything of it. 

More fundamental to the household durables’ 
makers and sellers’ situation than the price cuts was 
the announcement of the National Production Au- 
thority, which came at about the same time, that 
27,500 tons of copper and aluminum, previously al- 
lotted to military production, would be turned over 
to civilian users. Moreover, it was announced that 
metals allocations of carbon steel, brass mill and 
foundry products, wire mill products and aluminum 
for the third quarter would all be increased. Added 
allocations ranged from 10 base-period percentage 
points to 20. If any anticipatory buying has survived 
the dull business of the fall and winter months, that 
should certainly put an end to it. 


Vast Stocks of Durables Exist 


It should not be forgotten that in the four years 
1948-51 there were produced 20.3 million refriger- 
ators, 14.9 million washing machines, 17.3 million 
toasters, 28.7 million electric irons, 13 million vacuum 
cleaners, 49 million radios, and 18 million television 
sets. Between 1945 and 1951 mortgage debt on the 
residences these appliances helped to furnish rose 
from $19 billion to $50 billion, and installment debt 
from $6 billion to $20 billion. The durables market 
has a right to be a little weary, especially since it is 
logical to assume that the durables buyers, the in- 
stallment debtors and the mortgagors are all the 
same persons. 

In reality, the discrepancy between buying in past 
years and buying now is not as great as the discon- 
solate seller imagines. Disposable income—total per- 
sonal incomes minus direct taxes—promises to be 
about $230 billion in 1952. In 1951 it was $223 billion, 
with savings of $17 billion and spending of $206 
billion. Some observers have been frightening them- 
selves with the reflection that on the basis of prewar 
spending-savings ratios these figures would have 
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been $33 billion and $190 billion. 

The catch-all nature of the savings figures—which 
include mortgage payments and other items far re- 
mote from cash-in-bank—is not substantial enough 
to bear the weight of such a grave conclusion. More- 
over, there are no signs so far of any such revulsion 
against spending. On the basis of studies by the 
Department of Commerce of long-time spending 
ratios, spending in January, 1952 would have been 
at an annual rate of $147.6 billion, $52.8 billion for 
durables and $94.8 for nondurables. Actually, shop- 
pers bought durables at an annual rate of $49.8 bil- 
lion and nondurables at an annual rate of $102 billion. 

Retailers could hardly have hoped for a first quar- 
ter comparable to last year’s. Easter fell on March 
25, 1951, so that the scare buying set off by the 
Chinese entry into the Korean war was just waning 
when the seasonal influence of Easter began to be 
felt. This year comparisons from week to week are 
just now being made with post-Easter weeks of last 
year. Reports of retail sales are made most promptly 
from big-city department stores, because they are 
easiest to come by, and the dominance of women’s 
apparel in those stores’ sales sometimes distorts the 
whole retail picture. 

This January, for example, actually saw an in- 
crease in total retail sales of 5% over December, on 
a seasonally-adjusted basis. The picture was spotty. 
Sales of S.S. Kresge in February were $21 million in 
689 stores, up from $18.6 million in 685 stores a year 
earlier. Montgomery Ward, on the other hand, showed 
a decline from $77.5 million in February, 1951, to 
$67.9 million in February, 1952. 

When all the various clues are added up, they seem 
to point to a combination of high prices for cost-of- 
living items, lack of a sense of urgency as to buying 
durables, and possibly uneasiness in some regions 
over the dislocations of employment and the danger 
of strikes, as the chief brakes on retail trade. The 
second quarter, with a little encouragement in the 
recall of automobile workers and settlement of the 
steel dispute, should be better than was the first. 


Upturn at Least for Autos 


Greater employment in the automobile industry 
seems almost certain for the month of April at least. 
That always-hopeful industry does contain a few 
observers who feel it will be hard to sell all the auto- 
mobiles that will be produced this year, but the gen- 
eral reaction to NPA’s generosity with materials was 
a determination to step up production. Scheduled 
output for April, at 425,000 cars, will be the largest 
since last August’s 431,000. Production rose 3% in 
the week of March 15, immediately the added avail- 
ability of metals was announced, even though it 
remained 39% under the March 16 week of 1951. 
General Motors increased its working schedules, 
Chrysler cancelled the four-day weeks with which 
it had been complying with NPA restrictions, and 
Ford instituted a Saturday shift. Automobile dealers 
were in shape to stock the added cars; their stocks 
on March 1, 1952, were 246,516 cars, compared to 
267,762 on February 1 and 439,874 on March 1, 1951. 
New-car registrations in January were 310,900 cars, 
a meager 816-car increase over December, which 
was the lowest month for registrations since March, 
1949. 

In the most cyclical area of national production— 
capital investment—a green light appeared in Wash- 
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ington as March ended. Manly 
Fleischmann, head of the Defense 
Production Administration, dis- 
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closed that DPA was considering 
blanket approval of all industrial 
construction projects. He pre- - 


TOTAL BUDGET EXPENDITURES 


NET BUDGET RECEIPTS 





dicted near-normal operations for 
the construction industry in the 





fourth quarter, even though he ts 
refused to say whether he ex- 
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pected all controls on construction aon" 
to be eliminated by that time. Mr. ol tt 
Fleischmann said he hoped to re- " 


move carbon steel from the allo- 
cation system before 1952 was out, 


MAJOR NATIONAL SECURITY PROGRAMS 





BUDGET SURPLUS (+) OR DEFICIT (-) 
(MAGNIFIED SCALE) 


oF ~ a“ 





except for priorities to assure 80 
military deliveries. 

He urged all builders to place 
their projects in engineering read- es 
iness for the use of steel if it were 
allotted to them—plans drawn, ex- 
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cavations dug, footings poured, ar a ee a 
and the like. His office said there 
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was a backlog of 1100 applications 
for construction permits, involving projects valued 
at some $800 million, in the commercial category 
alone. These, and an undetermined number of indus- 
trial applications, will be approved by DPA in addi- 
tion to the $400 million of essential commercial and 
municipal projects already sanctioned for the third 
quarter. 

For the next few months, this release of materials 
can only increase construction employment and pur- 
chases of construction materials. Today’s contractor 
must have, above all else, assurance that when he as- 
sembles his costly materials and his highly-paid labor 
at a site he can get through with the job. That is 
what the new DPA order affords. 


Cost-of-Living Recedes 


Running through and tying together all the indus- 
trial sectors from foods to factories are prices. They 
are always a gauge of business activity. The only 
thing that will move excessive inventories along from 
producer to wholesaler to retailer to ultimate con- 
sumer is a reduction in price. At the same time the 
overstocked producer cuts back his takings of raw 
materials, and their prices decline. The wholesale 
price index has been drifting downward for months, 
with the drop from last year’s high reaching 4.3%. 

The Consumers’ Price Index, which always lags 
behind the wholesale movement, halted its long climb 
between December 15 and January 15, and retreated 
between January 15 and February 15. On the basis 
of the new BLS index the decline was six-tenths of 
1%, and economists of the Office of Price Stabiliza- 
tion forecast that the March 15 figure, to be available 
two weeks hence, would be lower still. 

When either of these is broken down, however, the 
declines are found mainly in the food and farm prod- 
ucts lines, which are the more volatile components. 
Machinery prices in the wholesale index have been 
inching upward, and now have the further support 
of an inevitable steel price rise. Rents and miscel- 
laneous goods and services in the consumers’ price 
index also edge upward. For the next quarter, then, 
any further decline will be small. Despite any lip 
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service to the ideal of keeping down the cost of living, 
Government will be on the alert to keep farm prices 
from going down. 

The first quarter of 1952 saw over-correction of 
two misconceptions which helped make 1951 a diffi- 
cult year for many business men and investors. A year 
ago government spending was being over-estimated 
as an economic force, and the end of inventory build- 
ing was being ignored so generally that it came as 
a stunning blow. Now the retreat from earlier de- 
fense program goals is being treated as if it were 
an actual diminution of federal spending, which is 
far from the case. 

Total government spending from July 1 to April 1 
was about $47.5 billion, which is set at the rate of 
$63 to $64 billion a year. The rate was faster in first- 
quarter 1952 than it was earlier. Still, it does not 
yet promise—or threaten—government spending of 
more than $66 billion in fiscal 52. That is still $5 
billion below the President’s January estimate of 
$71 billion. 


While there isa Federal (Please turn to page 57) 











RATIO OF MANUFACTURERS’ STOCKS 








TO SALES* 
3rd Quar. Jan. 
1948 1949 1951 1952 
All Manufacturing 1.72 1.86 1.89 1.83 
Durable Goods 1.96 2.13 2.11 1.98 
Primary Metals 1.49 1.92 1.33 1.57 
Fabricated Metal Products . 1.844 2.16 2.23 1.85 
Elec. Mach. & Equip. 2.43 2.40 2.65 2.64 
Mach., except Elec. 2.60 2.94 2.68 2.26 
Transport Equip. (a) 3.05 2.84 3.24 3.71 
Furniture & Lumber 1.44 1.71 1.81 1.78 
Non-Durable Goods 1.55 1.65 1.71 1.67 
Food and kindred prods. 1.00 0.99 1.20 1.13 
Textile Mill Prods. 2.03 2.27 2.79 2.45 
Leather and Products 1.91 2.05 2.22 2.70 
Paper and allied prods. 1.52 1.66 1.38 1.43 
Chemicals & allied prods. 1.83 1.92 1.86 1.43 

Rubber Prods. 2.19 2.33 1.42 1.80 (b) 





*-Seasonally adjusted 
(a) Excluding motor vehicles 
(b) Figure is for December 1951; Jan. data not yet available. 
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The Position of .. . 
The Investor 
Under... 


New Corporate 
Financing 


«( 


By JOHN D. C. WELDON 


ne forecasts of a decline in new cor- 
porate financing, the rapid and record-breaking pace 
of 1951 continues. With practically all new corporate 
issues sold since the first of the year now tabulated, 
it appears that the total for the first quarter was 
about $2.2 billion, against $1.7 billion in the same 
period last year. 

Total offerings in 1951 were $7.8 billion against 
$6.4 billion in 1950. A forecast for the entire year 
of 1952 is impracticable at this time; based on plans 
announced by a number of corporations for financing 
during the Spring months, it would seem that the 
total value of new issues for 1952 will not fall far 
short of 1951. However, while the total figures will 
probably be approximately the same for the two 
years, it is likely there will be a shift in emphasis 
from the financing of plant expansion, which repre- 
sented 67% of the total in 1951 to the financing of 
working capital requirements, which took only 19%. 

One reason for the probable decline in financing 
for construction purposes is that new plant capacity 
has reached towering heights in many industries. 
Managements are commencing to hesitate about add- 
ing to their already heavy commitments. Of greater 
current importance is the emphasis given to working 
capital requirements, through a combination of con- 
ditions including high taxes, under-average inventory 
turnover and slowness in receivables. 

Whatever the reasons may be, there is evidence 
that an increasing number of corporations are resort- 
ing to new financing to replenish working capital 
either through bond issues or equity financing. 

Medium and, especially, smaller sized concerns, 
however, are unable to tap the new securities markets 
on an adequate scale and must resort to loans from 
the commercial banks. These loans, in a large num- 
ber of cases, are developing into slow, frozen obli- 
gations. 

The excess profits tax is a not inconsiderable fac- 
tor in the large volume of new bond issues. A sub- 
stantial tax saving is possible in many cases, and 
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companies have not 
been slow to take 
advantage of this 
situation. However, 
the issuance of 
bonds solely for the 
purpose of tax sav- 
ings is not permis- 
sible. 

Money rates re- 
main firm, but this 
has not prevented a 
_ stiffening of bond 
prices in recent 
weeks. This is illus- 
trated by the action 
of government 
bonds as well as 
corporate issues. 
Current bond mar- 
ket strength has 
enabled corpora- 
tions to borrow ata 
slightly lower cost 
than at the end of 
the last quarter of 
1951. As illustrated 
in the accompany- 
ing table, most 
sound issues are now being sold on approximately a 
3.2% average basis. At the end of 1951, due to the 
tight money market, new bond issues were syndi- 
cated at a yield approximately 12% higher. Recent 
flotations have uniformly been successful, even at 
the moderately lower yields now obtainable. 

Continued reliance on private placement of bond 
issues continues to be a feature of new financing. 
In 1951, approximately $3.4 billion in new issues 
was placed with large institutional investors, pri- 
marily insurance companies, out of a total of $7.8 
billion. This compares with $2.7 billion in 1950. The 
previous high for private placement was $3.1 billion 
in 1948. 

A growing number of corporations have turned 
to this source of funds to avoid the uncertainties of 
direct selling to the public. As shown by the accom- 
panying table, for example, excluding A. T. & T. 
issues, approximately half of bond financing was 
privately placed. The rest was handled in the normal 
way through large syndicate groupings. Private 
financing undoubtedly has a beneficial influence on 
the bond market as a whole, as otherwise the volume 
of securities sold directly to the public would be much 
greater, a potential supply situation that could be a 
source of additional weakness, if the market en- 
countered difficulties. 


Interest in Preferreds Continues 


Along with the activity in bond financing in recent 
months, interest has continued active in new pre- 
ferred stocks. Convertible issues are popular, since 
they offer the double-barreled appeal of reasonably 
good yields in addition to appreciation possibilities 
through their convertibility into common stock. 
Straight preferred stock issues are likewise in de- 
mand, based on their higher yields, with the average 
yield on such issues about 5.2-5.3%. Public utility 
and natural gas issues are in the forefront of this 
category. Last year about $800 million in preferred 
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stock was sold. Indications are, based on the first 
quarter volume of new preferred stock, that this 
amount will be exceeded in 1952. 

The dominating feature in new financing is the 
gradual increase in the proportion of equities, as 
compared with bonds and preferred stock. In 1951, 


equity issues accounted for 26% of corporate issues. 


' This compares with 23%, 19% and 16% respectively 
for the years 1948-50. 








Utility Equities Most Popular 


New equity issues are represented by miscellaneous 
industries, but the public utilities are the most nu- 
merous. The absorptive power of the public is illus- 


trated by the ease with which such large issues as 


American Tobacco—over 1 million shares—Schering 
Corp.—over 1.7 million shares and Owens-Corning 
Fiberglas—630,000 shares—were taken by investors. 
Of these issues, American Tobacco is currently some 
6 points above the offering price and Owens-Corning 
approximately 10 points. That demand for new public 
utility issues is well-based is illustrated by Texas 
Utilities and West Penn Electric (see table) which 
are several points higher than the price at which they 
were offered. 

The importance of new security financing to in- 
vestors is two-fold; first, as to the effect on the 
financial structure of the company and, second, as to 
the possible reaction this may have on dividend 
policies. This is particularly true under present con- 
ditions, wherein balance sheets show a distinct les- 
sening in liquidity. For 150 manufacturing com- 
panies, the ratio of current assets to current liabilities 
is now down to 2.5 times against 2.8 times in 1945 
and 3.6 times in 1940. 

Likewise, the ratio of equity capital to total liabi- 
lities is 1.4 against 1.8 in 1945 and 2.6 in 1940. Based 
on these figures, corporate structures are com- 
mencing to assume a somewhat top-heavy appear- 
ance, and it cannot be denied that a larger proportion 
of equity financing is generally necessary to maintain 
a better corporate balance. In cases where imbalance 
of capitalization is noteworthy, it is probable that a 
general recessionary period in business, if prolonged, 
would produce unsatisfactory results from the stand- 
point of the common stock holder. 

The ability to sell common stock has been affected 
in some cases by high taxes, especially the excess 
profits tax. This is particularly true of companies 
that are in the dynamic stages of growth and require 
additional equity capital. The advantage in this case 
is with the older-established companies with assured 
earning power in the critical years 1946-49, on which 
the rate of excess profits tax is based. Such compa- 
nies, possessing a good EPT base are in a better posi- 
tion to sell common stock. 

The percentage of financing through retained earn- 
ings is now narrowing, with high income taxes the 
principal factor. In 1951, for example, out of $44.5 
billion pre-tax profits, only $8.6 billion was retained 
after dividends. Continuance of this trend is likely 
during the current year, which in turn is likely to 
increase the need of corporations for new financing. 
Under the circumstances it is logical to expect that 
dividend policies will be affected, particularly in those 
cases where new issues have been sold largely for 
working capital purposes rather than for new plant 
financing. 

For this reason investors have a special interest in 
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paying the closest attention to new financing. Of im- 
portance are not only the size and category of the 
new issues, but also the purposes for which the new 
funds are needed. 

While financing through equities is desirable from 
the standpoint of corporate structure, it is important 
to recognize that this brings about dilution of the 
stock issue. Undue dilution has a tendency to bring 
down per share earnings and hence inevitably im- 
poses a near-ceiling on dividends. In an expansive 
economy, share earnings are likely to rise in propor- 
tion to the amount of common stock outstanding, so 
that dividends are unlikely to be affected. In a re- 
versal of earnings, however, dividends would prove 
more vulnerable than if there had been no change 
in the common stock capitalization. 

In the accompanying table, we offer pertinent in- 
formation on the more prominent of recent bond and 
stock issues. We also discuss, briefly, several of the 
more important individual securities in the following: 

American Telephone & Telegraph Co. (analyzed 
at length in our last issue) plans the largest individ- 
ual piece of corporate finance in U. S. history with a 
sale of $550 million in convertible debentures. This 
will be voted on at the annual meeting April 16. The 
plan also calls for raising the authorized capital stock 
from 45 to 60 million shares. This will provide, in 
part, for conversion (Please turn to page 58) 
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Important Recent Corporate Financing 
BONDS 
Amount 
(Millions) Classification Rate Yield 
Aluminum Co. of Amer. $125 S. F. Deb. 34e% 3.1% 
American Cyanamid .... 75 Prom. Note 3% 1 
American Tel. & Tel..... 550 Cv. Deb. - 2 
American Tobacco . 50 Deb. 3% 3.2 
Corning Glass Works 10 Deb. 3% 
Crown Cork & Seal 25 Note 3% 1 
Inland Steel 25 Ist Mtge. 3.20 3.2 
Inland Steel ............. 24.4 Cv. Deb. 3% 3.2 
Kaiser Aluminum & Chem. 29 Ist Mtge. 4 l 
Monsanto Chemical 66 Inc. Deb. 3% 1 
Pacific Gas & Electric 55 Ist-Ref. Mtge. 3%¢ aa 
Philadelphia Electric Co. 35 Ist-Ref. Mtge. 314 3.2 
Radio Corp. of Amer. 50 Note 3% 1 
Remington Rand ; 65 Deb. 3% 1 
United Gas Corp. 50 Ist Mtge. 312 3.4 
U. S. Rubber 50 _ 3% 
PREFERRED STOCKS 
Number 
of Shares Classification Rate Yield 
Atlas Plywood 240,000 Cv. $1.25 5.2% 
El Paso Natural Gas 100,000 Cum. 5.36% 5.3 
El Paso Natural Gas 100,000 Cv. 2nd 4.40 4.4 
Florida Power Corp. 51,550 Cv. 4.90 49 
Kaiser Aluminum & Chem. 375,000 Cum. 5.0 5.0 
Ohio Edison Co. 150,000 $4.56 4.56 4.4 
Seaboard Finance Co. 175,000 Cv. $1.72 5.4 
United Air Lines 223,865 Cum. 42% 4.5 
COMMON STOCKS 
Number Offering Price Current 
of Shares Per Share Price 
American Tobacco 1,075,685 $52.00 58% 
Georgia-Pac. Plywood 250,000 21.00 21% 
Koppers Co. : 250,000 45.00 44%, 
Marathon Corp. 400,000 27.25 26% 
Middle South Util. 600,000 21.95 22 
Monsanto Chemical 400,000 98.00 9AM 
Owens-Corning Fiberglas 630,000 35.75 4512 
Publicker Industries 300,000# 15.125 15% 
Rheem Mfg. 225,000 31.00 305 
Schering Corp. 1,760,000 17.50 17% 
Texas Utilities 409,689 32.50 343% 
West Penn Electric 440,000 28.75 31% 
1_Privately placed. 
2__Stockholders vote 4/16/52 on proposal to issue these bonds. 
3—Secondary. 
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INTERESTING and important from many points of 
national view was the release by President Truman 
of his private papers for publication in a book “Mr. 
President.” But the purpose behind it is not pene- 
trable and the analyses run all the way between the 





WASHINGTON SEES: 


Foreign policy and with it the essential link of 
fiscal policy will dominate the next Presidential 
campaign, in spite of the fact that ethics in govern- 
ment office appeared for several months to sur- 
mount the global issues. 

The democrats are counting upon two factors to 
save them from meeting the question of ethics in 
high office head on: 


1. Their party launched the clean-up campaign. 


2. The republicans are not in a position to throw 
the first stone lest the rock strike their own Senator 
Owen Brewster, who admitted he dealt with the 
widely publicized “Dutchman” (Henry W. Grune- 
wald) in deals involving the successful election 
campaigns of two other seated members of the 
senate. 

President Truman has consistently asserted that 
foreign policy is the prime issue, while the GOP 
preferred to lean heavily on domestic matters. The 
present state of Senator Robert A. Taft's political 





outlook is not one likely to encourage Mr. Truman 
to enter the Presidential contest for the purpose of 
destroying the prospects of the senator he most 


dislikes—an even stronger term could be used. 
Senator Estes Kefauver had been the heir ap- 
parent in a political sense, but entry of Senator 
Richard B. Russell has probably destroyed him. 
Candidacy to be watched today for probable 
White House nod: Gov. Adlai Stevenson of Illinois. 
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& “MR. PRESIDENT’ PUZZLES READERS 


By E. 


K. T. 


two poles of “campaign document” and “disclaimer 
of candidacy” for re-election. Some of the released 
documents aren’t calculated to make friends for him 
among certain groups which could count importantly 
in an election race. Others amount to sloughing off 
“nals’”—which could count in the President’s favor- 
obviously so intended. 


GOVERNMENT statistics are beginning to come up 
with definite proof that the cost of living (setting 
aside the cost of paying federal and local taxes) is 
not rising to the point which warrants additional 
h.c.l. wage increases. The Bureau of Labor Statistics 
cannot be accused of weighting its data—never has 
been so accused—and its figures will be accepted. 
Although not in declared war, the country is in what 
might be described as a war economy, which is a 
situation not scientifically described but lying some- 
where between demand for production and obeisance 
to labor. 


OUTWARDLY reluctant dragons are the most interest- 
ing characters in the Presidential contest picture. 
Head man, of course, is President Truman, who 
would rather wait to see whether Senator Taft is the 
GOP choice, a happening he regards as a free pass 
to another term. Gen. Eisenhower won’t admit he’s 
working like a beaver for the republican nomination; 
Gen. MacArthur, many believe, hopes the lightning 
will strike. Gov. Stevenson of Illinois won’t tell 
President Truman how he views a White House in- 
dorsement, if one comes; all declared candidates wish 
undisclosed rivals would identify themselves. 


BALANCING the budget is not a difficult maneuver— 
and it is a maneuver, Washington learned when it 
examined the statistics submitted by R. A. Butler, 
Chancellor of the Exchequer (Secretary of the Treas- 
ury) under the new Churchill government at London. 
Were President Truman to reduce defense outlays in 
the proportion to domestic expenditures that calmly 
marks the British tables, the budget here might be in 
balanee. But, defenders of the Administration were 
quick to point out, Britain will spend about 4 of each 
10 tax dollars for defense, this ay 6 of each 
10 dollars. 
THE 
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Presidency, just about every Washington political writer 
is in error. (It should be said at this point that such 

a condition would not be without precedent; not a handful 
of news copy from the Capital four years ago conceded 
Harry S. Truman a chance of election.) Taft's withdrawal 
from the New Jersey primary is pictured by his camp as a 
strategic move. It was, in truth, an admission that he 
would have been swamped by General Eisenhower. And he 
pulled out so soon after Governor Alfred Driscoll of that 
State announced for Ike that it would be naive to suggest 
that any other motivation existed. 























The New Hampshire primary was the beginning of 
the end for Taft. He wasn't expected to win against the 
powerful Eisenhower organization; but he was expected to 
make a reasonably good showing. He didn't. The real 
wallop to the Taft forces came in the Minnesota primary. 
To have piled upon that record a defeat in a state which 
feeds as many electoral votes into the convention as New Jersey does, would have been an 
invitation to candidate oblivion. 
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the term is really meaningless in political circles, inasmuch as he already is committed 
to the General. His aspiration, intimates say, is the vice presidency as a build-up; 
he's one of the youngest governors. Should Taft amass delegate strength (and there 
still is time) enabling him to carry off the nomination, Driscoll is out. If Taft fails 
to win the nomination his bargaining power still will be great. And his influence will 
be thrown with more vigor than ever against Driscoll. In language the Ohioan doesn't 
use, he thinks the New Jersey governor double-crossed him. 























On the assumption that Taft, for the third time, will be regarded by a GOP 











invited to the questions, "What republican can win?" and "What nominee is acceptable to 
the very substantial body of Taft supporters?" Taft people seriously question whether 
General Eisenhower is an out-and-out republican (they point to his own statement that he 
would like, some time, to learn what the party stands for); and under the professional 
political rule of a tooth for a tooth, they could, probably would, stop him. That would 
go, too, for any designee of his, Lodge of Massachusetts for example. Stassen isn't 
taken seriously; Eisenhowerites know MacArthur as a Taft man, and that would end that. 
Best bet today: a complete dark horse. " 























The lobby registration bill is in for overhaul. That could be good or bad. 
Business and industry didn't take the subject too seriously when the law was up for 
enactment originally, lived to regret it. Representatives of private enterprise who 
make an occasional visit to Washington to tell a member of congress that problems are 
besetting business found themselves on the receiving end of demands that they register as 
lobbyists -- a term many of them had heard of only remotely and, quite frankly, didn't 
quite understand. 


























Comes now a three-man special court in the District of Columbia with a ruling 
that the act is not constitutional in the sense that it doesn't inform the public as to 
what is expected of it and it imposes penalties which the constitution prohibits, namely 
loss of the rights of free speech and of petition to congress. The judges told 
congress to rewrite the document or forget the whole thing. There's too much oil in the 


political ground to forget it, so the law will be rewritten -- this year. 




















Congressional draftsmen (all lawyers in this case) are furious; it's a reflec- 
tion on their professional acumen! They want the issue carried to the Supreme Court, 
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but they will be overruled on Capitol Hill. They contend that the law, barring offenders 
from the right to appeal to congress or attempt to influence legislation for a given 
period, is no more a constitutional violation than deprivieng a convict of his right to 





liberty (as well as the pursuit of happiness) for a stated period. That, of course, 
overlooks an essential item of due process -- court action. 

















There's danger ahead. Some of the liberal congressmen have been attempting to 
bring about re-examination of the lobby registration law since it went on the books. 
And their interest, freely expressed, is not to remove possible constitutional weak- 
nesses. They want it straightened. The starching they have in mind is aimed as produc- 
ing political ammunition: "the AMA, the U. S. Chamber of Commerce spends X number of 
dollars to influence legislation." No mention naturally of the fact that government 
agencies multiply those figures many times over. Government lobbyists don't appear on 
the registration lists; presumably there aren't any! 
































A case in point was President Truman's recent denunciation of privately owned 
utility companies for presuming to take advertising in newspapers to point out that 
publicly-owned utilities took the taxpayers' money to compete with them. The President 
was particularly annoyed because the taxpayer, he said, paid for part of the utilities’ 
campaign; if the money hadn't been spent for advertisements it would mostly have gone 
for taxes. Mr. Truman's blast was delivered through Oscar Chapman, Secretary of the 
interior, who was in Chicago at the time to address a gathering of public power enthusi- 
asts. It would be interesting to know if Mr. Chapman paid his own fare to Chicago, or 
if the taxpayer whom Mr. Truman would shield from indirectly buying private-power propa- 
ganda didn't pay directly for public-power propaganda. 




















It might not be a provable statement that there is more larceny in government 
today, or lack of moral evaluation, but it is fact that more of it is being exposed than 
ever before. All of which brings up the question: Why? Some of the more thoughtful 
observers say it comes from the top. For example, Senator James P. Kem of Missouri, 
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them." Could be; but both are federal payrollers. 











Congress has shelved universal military training as an item of legislation but 
hasn't solved the problem of armed manpower maintenance. And it will be back to plague 
the solons later in the year when the Pentagon sends its representatives to the Hill to 
ask: what now? Enlistments and draft periods are nearing term ends. The military estab- 
lishment in the field isn't as large as most Surmise (although the Pentagon Building, as 
usual, is bulging) and loss of 100,000 men before the end of this year could be a major 
problem. And that will be the problem! Some of the more cynical lawmakers say solution 
is at hand: a new -- perhaps broader -- GI Bill of Rights will bring re-enlistments. 















































Organized labor worked hard on the New Hampshire primaries and accomplished 
very little. There was nothing decisive from that angle. If, on the other hand, it is 
pointed out that the unioneers indorsed and worked for Truman before he lost to 
Kefauver, it can be cited, on the other, that the prime target of the labor movement, 
Taft, took a beating from Eisenhower. Taft was trounced most severely in the labor 
Ggistricts; on the other hand, Truman didn't do too well in those areas either. Like all 
political discussion, it is easier to state premises than it is to sustain them. 


























Senator Tom Connally of Texas, had seemed secure in the congressional office 
he has held for many years -- until a few months ago when rumblings were heard from the 
Lone Star State that the long-maned, bull-voiced veteran was marked for retirement. 
Connally heard the rumblings; departed from the policy of remaining silent, doing little 
campaigning, waiting for the people to speak. In obvious fear, he took off against 
Sending money to foreign countries and now he looks like a sure winner in November. 
Fellow lawmakers are asking themselves: Should we follow suit? 
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Can New British Budget Measures nen: 


Restore Confidence in Sterling? 


By V. L. HOROTH The 


“Tt is only the very vich or the very poor who 
can contemplate convertibility of their curren- 
cies—the first because they can afford to do so, 
the second because they must if they are not to 
become poorer still.” (The London Economist, 
Jan. 26, 1952) 


It seems paradoxical and lacking in reality to dis- 
cuss the reestablishment of complete or partial con- 
vertibility of the pound sterling at a time when 
Great Britain is passing through her third and most 
serious postwar crisis, and when she is drawing on 
her gold and dollar reserves at a rate that may 
exhaust them before the end of this year. But the 
view that the elaborate system of controls built 
around the pound sterling must be torn down before 
long is gaining ground not only among the Conserva- 
tives and the Socialists, but in important banking 
circles as well. Inconvertibiity has manifestly not 
protected the pound or enabled it to gain strength; 
nor have the exchange controls prevented specula- 
tion in sterling. 

In the past, convertibility of the pound sterling 
was usually visualized at the end of a long road, 
to be attempted only when the sterling area gold 
and dollar reserves reached the comfortable level 
of $6 to $9 billion.. Such huge reserves, the argu- 
ment now goes, may be helpful as window dressing, 
but they would not be essential if credits could be 
arranged with the International Monetary Fund 
or from the Federal Reserve system. What really 
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tional pay- 
ments in 
balance and 
the elimina- 
tion of the 
dollar gap. 
urg- 

ent need for 
reestablishment of convertibility as a means of re- 
storing confidence in the pound sterling was brought 
home last summer. The persistent inability of Great 
Britain, as the banker of the sterling area, to live 
within its means, in the words of Mr. Paul Bareau, 
an English economist writing in the Lloyds Bank 
Review, “put in jeopardy the sterling area... one 
of the intangible but extremely valuable assets.” 
And Mr. Bareau continues: 

“Tf the sterling area were to go it would bea 
damaging and impoverishing development for 
the whole world. It would certainly damage 
Britain, the banker, whose earnings from mer- 
chanting, finances, shipping and insurance are 
inextricably mixed with its position at the cen- 
ter of this great monetary system. It would also 
impoverish the rest of the sterling area, whose 
economic strength as a unit today is far greater 
than the sum total of the strength of separate 
parts. It would also impoverish the whole world 
because the sterling area is still the greatest 
unit within which trade and payments enjoy 
realy multilateral freedom.” 

But this multilateral freedom began to be en- 
dangered as the individual sterling area countries 
started to build up their own gold and dollar re- 
serves instead of relying on London, and as their 
currencies developed a degree of hardness in respect 
to the pound sterling. 

The sterling area as it evolved during the ’thirties 
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Sterling Area Reserve: 
Dollar and Gold Inflow and Outflow 
(In Millions of Dollars) 











1950 1951 
Great Britain IstH. 2ndH. IstH. 2nd H. 
URGES MMMUNIIED 00s. cscevescacceseces sot .—-193 —121 —310 
Invisible items weet 37 —22 4+ =5 
CT ESS een ane aan +469 +293 4153 + 46 
Other transactions + 97 +379 4+ 97 
| ae a. +410 +529 — 55 
OSA Countries 
Trade balance: 
Autonomous areas + 25 +30 +101 
Dependencies +150 +226 44+314 } 
Gold sales to U.K. 4149 +132 +115 
Other transactions — 2+ 6+ 2 
Net .... +322 4382 +532 
Whole S.A. Account 
Misc. transactions — 48 — 33 + 90 
Grand total, net . +734 +878 +567 —1,532 
Reserves at the end of period... 2,422 3,300 3,867 2,335 























operated most smoothly on the basis of a triangular 
payments relationship. The overseas sterling area 
countries—hereafter referred to as the OSA coun- 
tries—earned dollar surpluses by sales to the dollar 
area of rubber, tin, wool, cocoa, burlap, tea and 
other products. Instead of spending these dollars in 
the United States, the OSA countries deposited 
them in the central pool in London against sterling 
credits, which then were used for the purchase of 
British manufactures. In turn, Britain used the 
dollars to settle its payments deficit with the dollar 
area. A prerequisite for smooth working was for 
— to have enough of the right kind of goods 
o sell. 

Unfortunately, this triangular relationship has 
not worked right since the end of the last war. 
From 1946 to 1949 inclusive, the OSA countries 
bought more from the dollar area then they sold— 
partly because Britain did not have enough of the 
right kind of goods. The sovereign countries of the 
OSA, such as India, Australia, New Zealand and 
South Africa, withdrew in this period some $1,300 
million from the pool. Most of these countries also 
had sizable trade deficits with Britain. It was largely 
the American to Britain loan which financed these 
withdrawals and unrequited exports on the part of 
Britain. However, large direct investments and 
capital transfers to the OSA countries neutralized 
the repayment of wartime created sterling balances 
to one set of countries by creating new sterling bal- 
ances in London for a different set of countries. 


Sterling Area in Difficulties 


Early in 1950, it seemed that the triangular pay- 
ments relationship would be restored. But the out- 
break of the Korean war and the abnormal rise in 
commodity prices, followed by violent shifts in 
Britain’s terms of trade, swung the relationships 
between Britain and the OSA countries to the other 
extreme. The OSA countries not only began to pile 
up large balances of dollars, but also, because of the 
inability of Great Britain to ship out goods fast 
enough, built up their sterling balances in London. 
As will be seen from the accompanying table, by 
June 30, 1951 the gold and dollar reserves had 
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reached the peak of $3,687 million, while the OSA’s 
sterling balances in London aggregated nearly 
£3,100 million. It was at this time that the sovereign 
OSA countries began to clamor for relaxation | of 
import restrictions to permit them to import capital 
goods from the dollar area. They also began to ques- 
tion whether their long-range interests were being 
served by adherence to the sterling area. The im- 
portance of the access to the British market for 
their shrinking surpluses of raw materials and food- 
stuffs seemed to pale before their need of capital 
goods and investment capital for defense and devel- 
opment. It became apparent that the restoration of 
confidence in sterling which would permit a flow of 
American investments into the sterling area was the 
only way to ensure the continuance of the system. 


Decline in Dollar and Gold Reserves 


All these developments brought about a certain 
degree of relaxation of sterling area discipline. But 
while the OSA countries began to buy more goods 
from the dollar area, (1) Britain’s difficulties in 
balancing her payments grew more serious, owing 
to unfavorable trade terms and to expanding de- 
fense purchases, (2) Marshall Aid faded away, and 
(3) the decline in commodity prices and U. 8S. pur- 
chases abroad greatly reduced the current dollar 
earnings of the OSA countries. The combined effect 
of these influences plus intermittent flight of capital 
from the sterling area resulted in a loss of more than 
$2 billion, bringing the sterling area’s gold and 
dollar reserves as of the end of February to $1,770 
million. 

While this has been going on, there has been a 
dramatic run-down of the sterling balances, Aus- 
tralia and New Zealand using up between them 
some £450 million of them since the middle of 1951. 
The bulk of this money was spent for British goods, 
but a part of the huge OSA balances turned up in 
Japan and other transferable account countries, and 
as a debt to the European Payment Union organi- 
zation which had to be settled in part by gold pay- 
ments. As the Financial Times of London remarked, 


“All of which draws attention to the fact that 
the sterling balances are still a major problem 
despite the success of British efforts to reach 
long-term agreements with more troublesome 
creditors ... The events of the past year indi- 
cate clearly that a general move on the part of 
the sterling creditor countries to secure repay- 
ment of their balances coincides with the sharp 
deterioration in the U. K.’s own payments posi- 
tion, the result can be most embarassing for the 
sterling area’s banker.” 


Collective Responsibility of the Sterling Area 


If confidence in the pound sterling is to be re- 
stored, Britain, as the banker at the center of the 
area, must, of course, lead in bringing its interna- 
tional payments into balance. But as the story, inso- 
far as it has been told, showed, the OSA countries, 
and particularly its sovereign members, also have 
responsibility for the state of the central reserves. 
They too must live within their means. In old days, 
a cut-across-the-board in imports was. usually 
adopted, but in view of development programs, par- 
ticularly where they are planned to contribute to 
defense efforts, a balancing of payments will be 
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much more difficult to accomplish. 

Furthermore, the closing of the balance of pay- 
ments gap is not enough unless the problem of 
internal inflation is also dealt with successfully. As 
past experience has shown, restriction of imports 
and expansion of exports merely widens the infla- 
tion gap at home—the gap between increasing con- 
sumer purchasing power and decreasing supply of 
goods. Here again what Britain is doing is not 
enough. The other sterling area countries must fol- 
low suit and mop up the excess purchasing power 
within their areas. Again, this will not be easy, 
because most of the OSA countries suffer from 
imported inflation due to high prices. 

All these problems were discussed and recognized 
at the meeting of Commonwealth Finance Ministers 
held in London last January. It was agreed that 
corrective measures should be taken as soon as pos- 
sible in order to relieve the current pressure on the 
resources of the area, and that while this going on, 
an examination should be made for an early increase 
in the productive power of these countries; it was 
also agreed that the recovery of the sterling area will 
not be complete 

“until the conditions have been created in which 

sterling can become and remain convertible... 

it is our definite objective to make sterling con- 

vertible and to keep it so, We intend to work 

toward that goal by progressive steps aimed at 
creating the conditions under which convertibil- 
ity can be reached and maintained.” 

Up to now, the most far reaching and the most 
urgently needed measures have been those taken by 
the banker at the center, Britain herself. As will be 
remembered, (1) postwar Socialist Britain suffered 
from too great demand made on her economy in rela- 
tion to goods services she was producing: high eap- 
ital investments needed for reconstruction; a rising 
volume of personal consumption aided by subsidized 
prices; the cost of the welfare state; the rearmament 
program, and in recent months the call for more ex- 
ports in order to make up for the rise in import 
prices. (2) Britain’s economy, bound by socialist 
planning, has lacked the flexibility to adjust itself to 
changing circumstances: to the end of the American 
post-war boom in 1949, to the rising needs of rearm- 
ament as was shown by the coal crisis, and to the 
changes in commodity prices since the outbreak of 
the Korean war. 


The New Budget 


Now that the 1952-53 budget has been presented to 
the Parliament, it is possible to review the steps that 
Mr. Churchill’s Government has taken during the 
past five months. Those who had expected a bold 
freeing of Great Britain from socialist controls and 
planning must have been disappointed because, 
superficially at least. there have been more of the too 
familiar cuts in imports and more austerity in gen- 
eral. But there is more to the measures of the new 
Chancellor of the Exchequer, Mr. R. A. Butler, than 
meets the eye. Besides attempting to correct the most 
obvious difficulties, the gap in the international bal- 
ance of payments and the inflationary gap at home, 
the Chancellor introduced measures that should re- 
lieve the overload on Britain’s economy and inject 
more flexibility into it by reducing the tax burden, 
restoring the price system, encouraging the national 
rate of saving, and, in general, by making more room 
for private enterprise. 
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U. S. Trade with the Sterling Area 
(In Millions of Dollars) 





1951 
Trade with Great Britain 1949 1950 IstH. 2ndH. Total 
U. S. Exports : . 701 511 354 545 899 
U. S. Imports 227 335 240 227 467 
Balance +474 +176 +114 +318 +432 
Trade with Overseas Sterling Area: 
U. S. Exports 1,163 759 544 763 ~=—-1,307 
U. S. Imports 928 1,266 1,010 693 ~=—-1,703 
Balance +235 —507 —466 + 70 —396 
Overall balance +709 —331 —352 +388 + 36 








Drastic Import Restrictions 


To force the country to live within its means, the 
three sets of import cuts made since last November, 
aggregating £600 million, are expected to bring the 
actual expenditures for imports to £3,150 million, or 
£150 million less than in 1951. The saving is to be 
effected by curtailing stockpiling and reducing im- 
ports of unrationed foods as well as of coal and to- 
bacco. The full effect of these measures, according to 
the Chancellor, is not to be felt until during the latter 
half of 1952, however. 

While Britain’s payment gap during 1951 was 
around £516 million, the payment deficit during the 
latter half of the year was running at an annual rate 
of £800 million, the steep increase being attributed 
to stockpiling, the loss of Persian oil, and the violent 
deterioration of the terms of trade (relations of im- 
port prices to export prices). The latter figure really 
represents the gap that must be eliminated. The 
Chancellor hopes that there will be an improvement 
of some £150 million in invisible earnings from ship- 
ping, insurance, petroleum, etc. He also looks for- 
ward to some improvement in the terms of trade and 
to an increase of about £50 million in the volume of 
exports. 

The latter figure looks small, but the Chancellor is 
realistic. He expects a drop in the exports of con- 
sumer goods, particularly of textiles, owing to world- 
wide recession. He believes that the only goods 
quickly saleable abroad will be capital goods in which 
German competition is not too bad. Hence the export 
drive is to center on the products of engineering in- 
dustries, namely machinery, engines, power tools, 
motor vehicles, etc., (Please turn to page 50) 











British Budgets 





(In Millions of £) } 
Year beginning March 1 1948-49 1949-50 1950-51 1951-52 1952-52 
I Proposed Budgets 
Ord. Revenues (a) 3,765 3,778 3,898 4,236 4,741 





Ord. Expend. (a) 3,285 3,308 3,455 4,197 4,230 
+480 +470 +443 + 39 +511 
Extraord. Expenditures 
(Net investments) (b) 456 450 496 506 
Net surplus (++), deficit (—) + 14 — 7 —457 + 5 
Actual Revenues : 4,007 3,924 3,978 4,440 
Actual Expend. 3,176 3,375 3,258 4,074 


487 473 524 


+247 —158 


Investments (net) 479 


Actual surp. (++), def. (—) +352 
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Changed Outlook for 


\ ELECTRONICS 
AND 


TELEVISION 


are passed from stage to 
stage of forming or assem- 
bly. Both Bell System and 
Western Union now have 
towers which relay televi- 
sion, telephone messages, 
and telegrams in facsimile 
from coast to coast by mi- 
crowave. In a test “Gone 
With the Wind” was trans- 
mitted over the air in two 
minutes. 

A small but mighty new 
device which has given im- 
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By STANLEY DEVLIN 


nee the electronics 

industry rebounds from its 

recent doldrums it may well 

become the largest of U. S. 

manfacturing industries, 

with 1953 sales as high as 

$7 billion. That will be an 

enormous jump from the 

$250 million sales of 1939, 

and more than double the 

war-spurred total of $4 bil- 

lion in 1944. There are some obvious obstacles be- 

tween the industry as it stands today and the attain- 

ment of any such goal, but the manufacturers 

themselves seem confident of overcoming all diffi- 
culties. 

The glamour aspect of electronics today lies in 
television, as it lay in radio before World War II. 
This is still true despite television’s sales drop in 
1951, which has not yet entirely faded from the pic- 
ture. Actually, television and radio are only parts of 
electronics. Within two years the Bell System will 
have coaxial cables with a capacity of 5400 simul- 
taneous telephone conversations. More and more 
miles of railroad are fitted with centralized traffic 
controls, in which electronic eyes keep up with train 
movements to make one track do almost the work 
of two. Inspection and control of long stretches of 
pipe line are centralized on master panels many 
miles from where the actual opening and closing of 
valves, or turning on and off of motors, must be 
done. Intricate industrial processes are directed and 
checked upon by electronic mechanisms; work pieces 
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the transistor may even- 
tually replace many types 
of vacuum tubes. It requires 
no warming up as do tubes, 
hence it operates on a millionth of the power used 
by a tube of like capacity. This factor also eliminates 
overheating, a problem in installations requiring 
many tubes. The transistor is relatively shockproof, 
and will operate continuously for 10 years. Western 
Electric will produce 20,000 transistors a month, 
initially, to go into Bell System’s long distance dial- 
ing hookups. Later they will go into electronic 
brains, the massive computors which do calculations 
thousands of times as fast as human brains. They 
may prove ideal controls for guided missiles, and 
space and weight savers for military walkie-talkies 
and other devices. 


Watch-Sized Radios In Future 

Radio and television, standing in line behind de- 
fense, may have to wait another year or so for 
transistors, but eventually their use will make sets 
less expensive, more compact and more durable. 
Radio Corporation of America looks forward to 
making radio receiving sets the size of watches, 
powered by the heat of the wearer’s body. 

How big is the electronics industry at this mo- 
ment? To begin with, military production is still 
below World War II levels, with a probable value in 
1952 of $2.5 billion. If war broke out in earnest this 
could quickly rise to $10 billion or even $15 billion. 

In the consumer field, television is the big item. 
Sales of radios, which increased from 4 million in 
1929 to 17 million in 1947, fell back below 10 million 
in 1950 under the TV impact. TV sets, first pro- 
duced experimentally in the ’thirties, and shelved 
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for war work, went from 7,000 in 1946 to 7.5 million 
in 1950. That year’s TV production was valued at 
$1.6 billion, compared to only $400 million for 
radios. TV purchases even went ahead of refrigera- 
tors, long-time king of household appliances, both in 
number and value. 

TV sales fell off in 1951 to 5 million sets, and 
demand apparently has not yet returned to full 
vigor. General Electric recently cut list prices on its 
TV line by $20 to $90, in a move ascribed to heavy 
inventories. Emerson and Muntz also cut prices. 
RCA and Philco quickly denied they intended to 
follow suit, and Admiral adopted a wait-and-see 
attitude. RCA said factory and distributor inven- 
tories were low, and that the baseball season and 
political conventions would move sets this summer. 
Philco reported demands for its receivers at an all- 
time high, with inventories down to a couple of 
days’ production. Despite this optimism, retail sales 
are low. However, this has not generated the panic 
of last summer, and television executives are gen- 
erally hopeful. Robert W. Galvin, executive vice- 
president of Motorola, declared: 

“The television industry is in a healthy condition. 
The serious inventory situation which pyramided it- 
self in the summer of 1951 has been normalized. 
Total production prospects indicate a minimum of 
five million receivers will be manufactured and this 
could conceivably approach six million receivers for 
1952. 

“In the case of our company we expect that mili- 
tary billings will be in the neighborhood of 25‘: ... 
we anticipate that our earnings record will be some- 
what similar to 1951.” 


FCC May Unfreeze Expansion 


The Federal Communications Commission, which 
had been a bottleneck in the TV industry’s progress, 
may soon permit considerable expansion. Many new 
wave bands or channels may be allocated, most of 
them ultra-high frequency (UHF). The type now 
in use is known as very-high frequency (VHF). The 
freeze imposed by the commission three vears ago 
on construction of new stations will also soon be 
lifted, according to the new chairman, Paul A. 
Walker. It is estimated that some 22 
new stations of the present type may 
go on the air this year (cities now with- 
out TV will have first preference). Next 
year it is estimated that 171 new sta- 
tions may open—107 VHF and 64 UHF. 
The use of UHF after the freeze is 
lifted will open up an estimated 70 new 
TV channels, as compared to the pres- 
ent 12. Eventally this would permit 
some 2,000-3,000 stations, compared 
with the present 108 and a maximum 
for UHF of 537. Each of the new sta- 
tions to be licensed by the FCC will have 
an estimated value of $1-10 million. 

Eventually the use of color TV will 
also be permitted, although this was 
taken out of the hands of the FCC by 
Defense Production Administrator Wil- 
son, because of material shortages. 
There has been a keen struggle between 
RCA and Columbia Broadcasting over 
their respective devices for color TV. 
The FCC has favored the latter com- 
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pany thus far, but Radio is still putting up a strong 
fight. Whichever device finally wins out will doubt- 
less be licensed to other makers of TV sets. Final 
settlement of this issue will prove a great boon to 
all branches of the TV industry. 


Viewer May Help Pay for Movies 


There are also new developments in the industry 
itself which are highly promising. Zenith and Para- 
mount Pictures are experimenting with paid or 
subscription TV, designed to provide higher class 
movie entertainment over TV channels, financed by 
regular payments as part of telephone bills. Such 
TV programs are “scrambled” so that ordinary re- 
ceivers can’t show the movie and special equipment 
is needed by the subscriber (using telephone wires) 
to unscramble the picture. 

The movie theaters have been hard hit by TV, and 
may be further hurt by the trend toward putting 
movies on TV. They are fighting back with some 
success. Movie houses last year which had the first 
exclusive theater telecasts of big boxing matches 
reported record attendance. However, overhead is 
high unless feature events can be booked fairly 
close together. 

Some 67 movie houses are installing TV equip- 
ment, and installations by 1955 are estimated at 
2,000-5,000. Theater TV is said to be superior to 
home TV sets in avoiding such annoyances as snow, 
fading and flutter, ghost pictures, etc. If the theaters 
obtain six channels for TV as proposed, the movies 
may make TV a regular weekly feature. Color may 
also reach the theater screens before home TV sets 
receive it. There are several types of theater TV 
equipment made by National Theater Supply, Twen- 
tieth-Century Fox Film, Paramount, and RCA. 

The broadeasting division of the TV industry 
fared much better last vear than the manufacturing 
division. The 108 U.S. TV stations produced rev- 
enues of $239 million, over double that of 1950 and 
seven times that of 1949. Net earnings before taxes 
in 1951 were estimated at about $44 million com- 
pared with a loss of $9 million in 1950 and a deficit 
of $25 million in 1949. Out of 106 stations report- 
ing to the FCC last year, 93 showed profits averaging 
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Comprehensive Statistics Analyzing Position of 
Columbia Emerson ( 
Admiral Broadcasting Radio & Motorola Philco y 
Figures are in million dollars, except where otherwise stated. Corp. ome Phonograph Inc. Corp. -_— 
CAPITALIZATION $ 
eee de eS a ee re re $26.5 jee $7.7 ; 
aren Is DDD 2 foo DA 20 oh 8 ioe | al el ee my ee Ol Dd eae $10.0 13, 
Number of Common Shares Outstanding (000) ...................... 1,928 2,337 2 1,935 879 3,525 $ 
ET ee eee $2.0 $32.4 $9.6 $10.3 $20.5 
INCOME ACCOUNT: For Fiscal Year Ended...................... .. *2/arysi 12/29/51 10/31/51 12/31/51 12/31/51 
(AR ah tA i ah | i a a NNER a. = $185.9 $129.6 $55.7 $135.2 $305.3 
NIU coe Sroes oventeceicy foanc so scbeec crs iieccocevepeentiocheniess jaaytetebot Peete $1.9 - eo Had 
ONS 28 nase ha s sacs cd des vagienatan cacptanahs whe map eaatneias —_ $8.5 $8.1 $3.2 $7.4 $9.8 
{ DEP TAWTPEIO FOF BAIDTOSE -..5c...5.66cccceececcscsesccescscsoscsccsosceserssvdecs _ endsoees S189 hives é 
Interest (Bonded & Long Term Debf).....00...0.0000..00...00.ccccccccccccceccee cee teeeeee tnenne 
Preferred Dividend Requirements ...2..00.0.000000000.000.0ccccccccccccccceeeeeeeteeeeeee Bins. |||~!*«~*«*«U a ; $.3 
PN IP INO oasis ss cs vcsccinoosiccccicisecnasecsevacesssoscssccosoccoceesessnsesees $9.5 $6.3 $3.5 $7.2 $11.7 
eR NOI die schist vhivsedesa sud elnsteasssvadense'nvdsesaneiuuadeeeadoreeunsese 10.0% 10.3% SL cre 6.7% 
Net Profit Merri ooo... cc ccccccccesesvesesessesessesesvesevessesessesereavevees 5.1% 4.9% 6.4% 5.3% 3.9% 
Percent Earned on Invested Capital....................... 24.0% 14.2% 21.0% 26.6% 16.3% 
Earned Per Common Share .......................cccccccecececssecsesseessssnseteennes $4.97 $2.722 $1.86 $8.29 $3.35 
PT NO TT MONOID 55... n0snssciccnccseceonccssssssccsencseceseosensecssays : $27.00 $39.00 $14.00 $71.00 $30.00 
Dividend Per Share V95V..o.o.o....ccccccccccssssessesessessesvesessesveneeveees - $1.00 $1.602 $1.00 $2.00 $1.60° 
ca ances od bhp kdadsistsnosectisRapiabpas sed 3.7% 4.1% 1.7% 2.8% 5.3% 
PREC DECI NES RATED... 5n.00555..c00ceccrecossessesviccevessesisovntenscassessbzecense 5.4 14.3 7.5 8.5 8.9 
DONODUN GOUNI Te War OE assesses cece scccccssnsnepscssvsvssvencnsensnscosonsnveesenss 12/31/51 12/29/51 10/31/51 12/31/51 12/31/51 ' 
Cash and Marketable Securities.......................0.ccccccccccsesssecsssseensenes $20.1 $31.2 $4.1 $14.5 $12.7 
EINES NN 5h bsp css cs cc Lu wd abiwa venes boiw Went senaseseeuavkeasoeesponiates $19.5 $11.2 $17.9 $23.6 $41.2 
I IG sos isn iene ssécceaviasconn'vsunsneecncdencavedsdctassassuoveréseguusses $13.3 $21.0 $10.7 $32.6 ‘ 
IND 5s ss4 sssicak nics tnninsan vance eggs nSeanistesdsbaucdwigetsisenoiaetsnasse $53.0 $63.5 $33.5 $51.4 $87.6 
IE RMIIE IIIS, 5550 isisesysdensoaccanacsessoesensossencosetssnedeswswsboscbocwdiaeoedd $25.7 $30.2 $19.6 $22.2 $44.8 ‘ 
PINE NIN 55.55 ois scssssissoscpavnspexccasnastanvosssunsecbobanstunussasdastSeeetes $27.3 $33.3 $13.8 $29.2 $42.8 P 
a I sive spibnexnsedayosnatnaiydeussteUecs seduces neassinskienessfaseanss $11.8 $26.9 $1.8 $9.1 $28.9 : 
II ns ines nsicuidcaso beiecsonincinbenaeeiaocadesd latins $68.7 $101.4 $36.5 $119.4 
Book Value Per Shere oooiiiioooooooooccccccccccceccccccccuuseceeececeeeeeceueeeseuee $20.96 $17.99 2 $8.68 $31.24 $18.34 
Net Current Assets Per Share) .ooooooo.oooocc ccc cccccccccceeeceusceeeesseees ‘ $13.90 $2.87 2 $7.18 $24.42 $9.30 
Rn RN OND sins sss oseica cede ssdereossennsncdsansassnsecnceospusseseedeowsnes $10.45 $13.36° $2.11 $16.49 $3.60 
UNE NINO 5 255 5c Sick 5 ives sesso up danlababn dads sup onnsunsdssobnnbamaspseanaasi etwas teneton 2.0 2.1% 1 Fr 2.3 1.9 
Inventories as Percent of Sales..............0..... occ ceceee cece ecceceeeeeeenee 10.5% 8.7% 32.1% 17.4% 13.5% 
Inventories as Percent of Current Assets... 36.8% 17.7% 53.5% 45.9% 47.2% ; 
NI 3 251 ais duacelnadsicapilcosaitnssnSsonssabilertettasinsnspinebonil $40.4 $38.7 $7.1 $24.8 $54.0 
1_—After deducting prior obligations. 2—Combined Class “A” & B’ common shares. —— 
ing 
. tro 
about $350,000, while 5 stations estimated their million last year, over 7 million in 1950 and some ma 
income at over $1,500,000. 5 million in all previous years. But with further eas- fen 
The presidential campaign this summer should ing of scarce materials, and with the stimulus of lov 
prove a bonanza for the broadcasting companies, new broadcasting stations in areas not now served anc 
which are carefully mapping their convention plans. locally, the outlook should brighten for producers in Ma 
TV has come to be considered somewhat of a “lie- 1953-4. Meanwhile, the uptrend in the earnings of low 
detector”, revealing the personality and sincerity of the broadcasting stations (many of which were in fiel 
candidates and speakers. In this connection the the red when the producers had their big vear in ; 
recent Taft-Tex McCrary episode was of interest as 1950) should continue in a strong uptrend—although of 
reflecting the nation-wide attention which TV inter- in a year or so there may be increasing competition suc 
views arouse. Variety estimates that some 60 mil- from newly-licensed networks. Radio broadcasting mi 
lion people will tune in their TV sets for the con- may continue on the decline, except as it integrates to | 
vention sessions. itself with TV, although Columbia Broadcasting eal 
Thus the two segments of the industry don’t appears to be holding its own. ey 
always move together, though both have much the $4. 
same favorable long-pull prospects. The manufac- Big Producers Have Other Lines col 
turers have to contend with shortages of copper and Wo 
aluminum (particularly difficult in the making of Analysis of the outlook for individual electronics sel 
aerials in which various substitutes are not proving and TV stocks is complicated by the fact that some pa 
popular), together with the continued slow retail of the large producers are primarily interested in ( 
sales. NPA has estimated that 3-4 million TV re- other lines. Thus General Electric and Westinghouse br 
ceivers can be produced this year compared with 5 are first of all makers of electric equipment, includ- 
AP 
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Leading Electronic & TV Companies 








Radio Sylvania 
Corp. of Raytheon Electric Zenith 
America Mfg. Products Radio 
$100.0 $1.9 $25.0 $1.6 
$14.5 $4.7 See 
13,881 1,736 1,856 492 
$142.3 $15.3 $68.2 $5.2 
12/31/51 5/31/51 12/31/51 12/31/51 
$596.7 $89.6 $202.6 $110.0 
$12.2 $.9 3.6 $.6 
$30.8 $3.8 $17.9 $6.4 
$64.3 $6.4 $27.4 $11.7 
$2.2 $.2 $1.3 $.04 
$3.1 $.2 $.4 = 
$28.0 $1.9 $7.7 $5.3 
10.4% 7.0% 13.1% 10.6% 
5.2% 2.4% 4.0% 4.8% 
16.6% 9.1% 10.0% 19.6% 
$2.02 $1.12 $4.18 $10.90 
$26.00 $9.00 $29.00 $78.00 
$1.00 : $2.00 $3.00 
ee 5.1% 3.8% 
12.8 8.0 9.3 7.1 
12/31/51 5/31/51 12/31/51 12/31/51 
$88.2 $2.9 $22.1 $15.9 
$84.1 $28.8 $57.7 $11.4 
$76.9 $11.9 Bane $7.2 
$249.3 $43.6 $112.9 $34.5 
$83.2 $23.6 $43.4 $13.8 
$166.1 $19.9 $69.5 $20.7 
$101.0 $7.7 $35.2 $7.5 
$370.2 $52.1 $150.9 $42.7 
$6.72 $11.45 $28.61 $55.50 
$3.76 $7.65 $8.16 $38.82 
$6.35 $1.67 $11.94 $32.31 
3.0 1.8 2.6 25 
14.1% 32.1% 28.4% 10.3% 
33.7% 66.1% 51.1% 33.0% 
$144.6 $10.4 $39.2 $23.7 





3—Plus stock. 








ing huge generators for power plants. While elec- 
tronics is increasingly important it is not yet the 
main factor in their earnings, particularly as de- 
fense business (now over one-third of GE’s sales) is 
low-profit. The same is true of Westinghouse Electric 
and American Tel. & Tel., International Business 
Machines, and others. We comment briefly as fol- 
ae on companies predominantly in the electronics 
eld: 

Admiral Corp. is an outstanding growth company 
of the industry, and is known as an aggressive and 
successful merchandiser. Sales skyrocketed from $2 
million in 1938 to $230 million in 1951, but receded 
to $196 million list year. Over the same period share 
earnings (adjusted for split-ups) jumped from 5c 
a share in 1938 to $9.73 in 1950—but dropped to 
$4.97 in 1951. Dividend payments have been ultra- 
conservative, enbaling the company to increase 
working capital. At recent prices the stock has been 
selling at about 514 times 1951 earnings. The com- 
pany has no long-term debt. 

Columbia Broadcasting is both a producer and 
broadcaster, and makes phonograph records. It is 
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one of the two leaders in the field of color TV equip- 
ment. The CBS networks include 196 radio stations 
and 61 TV stations, only a few of which are wholly- 
owned. Growth has not been as spectacular as for 
some other companies, and share earnings have 
failed to keep pace with the gain in gross, last year’s 
$2.72 comparing with $2.07 in 1938. Reflecting last 
year’s huge increase in sales and the favorable 
1952-3 outlook, both the A and B stocks have ad- 
vanced about 40% since last fall. 


DuMont’s Earnigs Vary Widely 


DuMont Laboratories, one of the early pioneers 
in the development of radio and TV, has had a 
phenomenal increase in sales from less than $200,000 
in 1940 to $76 million in 1950. Last year, however, 
after a promising start sales dropped to about $52 
million. Net earnings have been quite erratic, ris- 
ing from a deficit of 72c a share in 1946 to $2.87 
in 1950, but declining in 1951 to an estimated 15c 
(the annual report is not yet available). The com- 
pany is going in heavily for defense work, with un- 
filled orders reported around $68 million. The com- 
pany expects to handle about $47 million of com- 
mercial work this year, with some improvement in 
profit margins. Dividend policy is likely to remain 
conservative. 

Emerson Radio has raised its sales from $8 mil- 
lion in 1940 to $74 million in 1950 and $56 million 
last year. Share earnings increased in about the 
same ratio, reaching $3.37 in 1950 but dropping 
to $1.86 last year. The company has no funded debt, 
but an $8.5 million bank loan was obtained last 
year, so that the year-end financial position seemed 
only fair. 

Hazeltine Corp. is a relatively small, specialized 
company with no debt and only 350,000 shares. It 
does important research and engineering work in 
radio and TV, also in navigation and military proj- 
ects. It has an important position in the patent field, 
with nearly all readio and TV manufacturers as 
licensees. The earnings and dividend record reflects 
stability and growth. Earnings in 1950-51 gained 
sharply, reaching $4.60 last year after special re- 
serves, compared with $2.81 in 1949. The stock ad- 
vanced from a 1949 low of 11 to last year’s high of 
4714. The dividend yield is relatively low. 


I. T. & T. Activities Diverse 


International Tel. & Tel. is of course more of a 
communications than an electronics company. Prop- 
erties are scattered around the globe, making it 
difficult for investors to appraise the outlook. How- 
ever, in recent years the company has sold some 
large foreign properties and reduced its top-heavy 
financial structure. Share earnings were small and 
erratic for many years, but increased from 72c in 
1949 to $2.38 in 1950. Earnings in 1951 (not yet re- 
ported) are expected to register in a slight improve- 
ment, with a gain to around the $3 level possible 
this year. While the stock sells at a fairly low mul- 
tiple of earnings, it is somewhat difficult to appraise 
because of the diverse activities. 

Motorola is another growth enterprise whose sales 
jumped from $7 million in 1939 to $177 million in 
1950, but dropped to $135 million last year. Share 
earnings showed similar gains—from 73c in 1939 
to $14.56 in 1950 (last (Please turn to page 46) 
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Investment Audit of 


WESTINGHOUSE 


ELECTRIC 


By EDWIN A. BARNES 


( 

li estinghouse Electric Corporation has become 
one of the giant corporations of America, its growth 
in the past decade having been spectacular. Thus, 
sales which were less than $500 million a decade ago, 
are now well above the billion dollar mark. Its prod- 
ucts have ramified into many fields of business from 
small kitchen equipment to enormous turbines used 
in the public utility industry. In recent years, West- 
inghouse has become identified with atomic energy on 
an important scale. 

Refrigerators, washing machines, et cetera, while 
contributing to Westinghouse Electric Corporation’s 
sales volume and earnings, constitute but the smaller 
portion of the company’s business. Westinghouse is, 
by far, more than a producer of appliances for use in 
the home. 

The output of its 40 plants situated principally in 
the northeastern states number in excess of 3,000 
products ranging from giant waterwheel generators 
for major hydro projects like Grand Coulee and 
Bonneville to midget motors. Within this range are 
such products as small motors used for lathes, milling 
machines, grinders and other motor driven indus- 
trial equipment; steam driven generators; switch- 
gear and equipment; turbines and gears; meters; 
transformers, electric furnaces; locomotives; jet air- 
craft engines; electronic equipment; laminated phe- 


26 











nolic products, and on and on, practically ad 
infinitum, down to light bulbs, fluorescent 
light fixtures and the universal electric light 
switch and electric light socket. 

It is a complex list of essential products, 
some so technical that their make up and use 
can only be understood by the maker and such 
specialists as marine architects, electrical en- 
gineers and others engaged in developing and 
operating electric power plants, air condi- 
tioning for industrial purposes, electronics 
also for industrial use; substation and power 
distribution equipment and marine propul- 
sion machinery. Equally complex to grasp is 
an idea of the markets for these and other 
Westinghouse products, a market which em- 
braces the needs of our Air, Navy and Army; 
public utility companies operating in the 
electric power field, the merchant marine, 
mining, building, aircraft and scores of other 
major American industries, as well as the 
nation’s railroads and local transit systems 
throughout the United States. 

A better concept of Westinghouse can be formed, 
perhaps, from the fact that from the standpoint of 
net sales the company ranks among the ultra-elite 
of American companies having annual net sales of a 
billion dollars or more. Westinghouse achieved its 
place in this group in 1950 with net sales of $1,019,- 
923,000, and surpassed that figure with net sales in 
1951 of $1,240,801,000. Despite this increase of 
roughly $220 millions in 1951 net sales, earnings ap- 
plicable to the common stock fell to $4.03 a share 
from $5.36 a share for 1950. Westinghouse, like all 
industry, had to contend with higher operating costs 
but standing out with particular sharpness is the rise 
in income and excess profits taxes to a record level of 
more than $104 millions. Even so, however, after 
these and other taxes, costs of materials, wages and 
all other operating expenses the company was able to 
show for 1951 earnings equal to twice the current 
dividend requirement of two dollars a share annually 
on the common stock. 


Favorable Outlook for 1952 
What results Westinghouse will achieve from oper- 
ations during the current year is wholly a subject for 
conjecture inasmuch as the first quarter is yet to be 
completed. On the basis of existing conditions and 
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viewing the foreseeable future, it 
is believed that 1952 should equal PORE, 
if it does not prove to be a better Price Range 
year than 1951. Full results for —-—— FF 1929 — 1935 
: ae | High — 738 
the year will depend on develop- pple 
ments in our armament program. 
That this country will go ahead 
with its defense program is cer- 
; tain. 
= 
Expansion Program 
At the present time about 40 per 
cent of Westinghouse Electric’s 
unfilled orders are for military —_—-— 
needs. Only recently the Govern- a sie NS a BORE) 
ment awarded Westinghouse a " et | RAR BRAY Rio we 
contract for the construction of a — ate & ag a = ema 
complete power plant for the ——{Shs: Common: 15,458,481 - $12.50 par 
U. S. S. Nautilus, the first atomic Fiscal Year: Dec. 31— 
ad powered submarine, a contract ee 
nt which includes both the nuclear SEES 
ht reactor and related propulsion 
equipment. The atomic field 1S not 1942 1943 1944 1945 1946 1947 1948 1949 1950 1951 
8, new to the company. During the 2.03 | .65| 3.58 | 3, 4,95 | 5,36 |B 4.03 
se war it did outstanding work in Tt | 
h uranium and radio-isotopes. Other 
“_ contracts involving atomic power 
id will undoubtedly follow that involving the Nautilus. a funded debt of almost $40 millions in debentures 
.. In the meantime, Westinghouse will continue to through conversion of the issue into common stock. 
1g meet the demands made upon it for the greatly It was in connection with this move that the $50 a 
“ diversified line of products which its’ plants are share par value common stock was split in that year 
i‘. capable of producing to satisfy expanding industrial into stock of $12.50 a share par value and the new 
is facilities of America resulting from the armament stock exchanged for the old on a basis of four to one. 
Y program and the natural growth of the country. In December, 1951, the company sold $125 millions 
1- How the future is viewed by Westinghouse man- of 314 percent debentures to institutional investors. 
rs agement is indicated by the program of expansion of That issue matures in 1981. If and when desirable, 
e plant facilities now under way. The entire program, the company will sell an additional debenture issue 
Q, as it stands today, calls for the expenditure of ap- of $50 million in June, 1952, and again, if deemed 
r proximately $296 millions. Of this amount about $43 desirable another lot of $75 millions will be sold in 
e millions were spent in 1951. The work undoubtedly December of this year. The company, meanwhile, is 
Ss will be accelerated during the current vear and a_ holding $125 millions in U.S. Government securities 
substantial amount of the new facilities to be pro- for expansion purposes and has appropriated for the 
1, vided should be in operation before 1952 has drawn same use about $22 millions from surplus. 
f to a close. All of this represents a huge and important pro- 
e Provisions for financing this growth have already gam which reflects the country’s need for the things 
a been made. Back in 1945, the company wiped out Westinghouse has been (Please turn to page 52) 
s 
: Long Term Operating and Earnings Record | 
| 
- Net Operating Net Percent 
& Sales Income Taxes Income Net Earned on 
] (Millions) — Operating ——(Millions)————_ Profit Net per Div. per Invested 
5 000 Margin 600 Margin Share Share Captial Price Range 
p 1951 cess $1,240,801 $169,268 = 12.8% = $104,560 $64,578 = 5.2% = $4.03 $2.00 10.6% = 422-345 | 
f 1950 . c 1,019,923 153,220 14.9 81,741 77,922 7.6 5.36 2.00 147 36-29% 
r 1949 Ree: 945,699 109,430. 11.5 43,504 67,268 7.1 4.95 1.40 15.1 33-205 | 
1 1948 |... 970,673 97,217 10.0 42,116 52,656 5.4 3.88 1.25 13.3 334-2312 | 
) ae 814,660 95,265 11.6 39,573 48,8061 5.9 3.58 1.25 13.4 31 -22% | 
t 1946 seas 372,051  (d) 57,101 2,926 8,8242 0.51 1.00 2.2 3994-218 | 
1945 684,730 49,454 7.2 23,712 26,801 3.9 2.06 0.50 9.3 3778-31% | 
4 1944 rs 830,480 98,916 11.9 72,607 24,901 3.0 7.884 1.003 9.4 31%4-22%3 | 
| ae. 709,342 101,191 14.2 77,106 21,401 3.0 6.854 1.00% 8.4 25 -20%3 4 
na 68,196 13.9 50,503 17,367. 3.5 5.474 1.00% 7.2 2034-15%3 | 
| 
10 Year Average, 1942-1951 $ 807,563  $ 88505 10.9%  $ 53,835 $41,052 5.0% $4.45 $1.24 11.0% 9 33%i5-24¥e | 
sicslactacndisite naman Oe 
: (d)—Deficit. *—Based on shares of $12.50 par value created at time of | 
1_After tax adjustment. 4 for 1 split of $50 par value common in May, 1945. 
: 2—After crediting Federal carry-back tax refund. 4—On 3,126,581 shares of $50 par value then outstanding. 
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By H. F. TRAVIS 


| te the reason, there’s no doubt that con- 
sumption of whiskey is declining. Many excuses are 
offered, but no one seems to have a solution offering 
much encouragement for holders of distillers’ stocks. 
Fundamental industry influences point to prolonga- 
tion of slackened demand and probably a further 
narrowing in profit margins. 

Two major factors may be advanced for the un- 
satisfactory condition in which the distilling industry 
finds itself: The sharp rise in excise taxes has tended 
to stiffen consumer resistance to high prices. Reac- 
tion from war- and tax-stimulated scare buying has 
reduced effective demand. 

The boost in taxes, which distillers necessarily had 
to pass along to the consumer, undoubtedly has en- 
couraged bootlegging and stifled demand for estab- 
lished brands of alcoholic beverages. This reinforces 
the letdown which inevitably developed as a conse- 
quence of anticipatory buying last year. Three waves 
of scare buying have taken place in the last two years 
—one in mid-1950 when Korea erupted, one about 
a year ago when talk of higher taxes first appeared, 
and another just prior to enforcement of the increase 
on November 1. Some consumers stocked up for 
months ahead. Purchases by certain private clubs 
were deemed sufficient to last for years. 


28 





a Evidence of the adverse effects 


0 of high taxes is appearing in 
A government satistics on tax col- 
3 lections. Industry officials even assert that 
U. S. Treasury revenues have reached the 
point of diminishing returns. Certainly there 
has been a marked slump in withdrawals from 
bonded warehouses for bottling purposes in recent 
months. Whereas excise revenues from distilled 
spirits were up almost 10 per cent in November, 
1951, to $168 million, compared to $152 million in 
was $129 million, against $150 million in the cor- 
responding month a year earlier. This represented a 
decline of 14 per cent in the year and of 23 per cent 
from the previous month. Ordinarily December with- 
drawals should compare favorably with those of 
November. The adverse comparison in January was 
even more marked—$101 million this year as com- 
pared with $211 million in January, 1951. 

Unfortunately, the industry must await more evi- 
dence before it can afford a wholly convincing case; 
the 52% January-to-January decline undoubtedly re- 
flected in part last winter’s buying spree. 


Incentives to Buy Ahead Are Lacking 


Unfavorable comparisons are anticipated for the 
next several months. There appear to be no incentives 
for accumulating whiskies this year, whereas twelve 
months ago consumer demand was fairly brisk in 
anticipation of the boost in excise levies. 

Holders of liquor stocks apparently must be pre- 
pared for a reduced volume of business this year, 
with consequent lower earnings. There are some 
counterbalancing factors, so there appears to be no 
reason for adopting an entirely pessimistic view 
toward this group. As may be observed in the accom- 
panying compilation, representative companies in 
this industry are financially strong. Even though 
earnings should decline moderately from compara- 
tively high levels recorded in recent years, there may 
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be no need for the time be- g 
ing to register anxiety over °g 
dividends. Prices of leading 
stocks have eased in keep- 
ing with the more cautious 
attitude of investors, and 
yields are generous on cur- 
rent dividend rates. 


The outlook would be 
more encouraging if Con- 
gress should reduce the ex- 
cise tax. With elections in 
the offing, however, pros- 
pects of tax relief are re- 
mote, even though there are 
some indications that the 
impost is contributing to 
a reduction in revenues 
rather than to the hoped-for 
increase. Industry leaders 
hope some action may be 
taken next year to lessen 
the burden on sales. The 
rise in federal excise taxes 
to $10.50 a proof gallon has 
been supplemented by local 
taxes approximating $1.50 
a gallon, or about $12 alto- 
gether. In total, on each 
fifth of a gallon —the con- 
sumer is compelled to pay about $2.40 in taxes. If the 
distiller is to make anything on his investment and 
if the retailer also is to be compensated, retail prices 
must be so high they threaten consumption. 


Despite rising national income, consumers appar- 
ently are unwilling to spend recklessly on so-called 
luxuries. Other items in the household budget have 
increased proportionately in price, so that funds 
available in the average family probably are no 
greater now for sociable drinking than before dis- 
posable income increased. When illicit alcoholic bev- 
erages are available at a fraction of the cost of 
branded merchandise in package stores, it is readily 
understood how many consumers may be tempted to 
turn to bootleg sources to meet their requirements. 


Tax increases in previous years have checked con- 
sumption for a time. Upon repeal of prohibition, the 
federal excise tax was placed at $1.10 a proof gallon 
and a year later was increased to $2. Then in 1939 a 
further small increase to $2.25 a gallon was enacted. 
A rise to $3 came in 1941 and another $1 a gallon 
was added in 1942. A year later the tax rose to $6, 
while in 1944 the rate jumped again, this time to $9 
a gallon, and no further change was made until last 
year. 

Consumption steadily increased from repeal 
through 1942, when industry statistics indicated that 
use approximated 92 million gallons, compared with 
72.5 million in 1936. The hike in taxes of 50 per cent 
to $6 a gallon in 1943 was followed by a setback in 
consumption, notwithstanding the general belief that 
high wartime earnings and tensions would stimulate 
drinking. Consumption declined further the follow- 
ing year when the tax jumped again by 50 per cent 
to $9 a gallon. A moderate rebound occurred in 1946, 
but thereafter sales turned downward again. Follow- 
ing the business lull, as employment picked up late in 
1949 and in 1950, consumption rose slightly. The 
Korean affair touched off a boom in the summer of 
1950. 
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Whether or not the latest 
rise in excise taxes is the 
straw that broke the camel’s 
back, or is merely another 
handicap to which the con- 
sumer eventually will be- 
come accustomed, is a ques- 
tion only time can answer. 
By the end of this year, the 
industry should know fairly 
well whether consumer re- 
sistance can be overcome. 
Pantry inventories accumu- 
lated by consumers last 
year in anticipation of the 
tax rise probably will have 
been liquidated by them. 

As mentioned earlier, 
there are some reassuring 
factors. In the first place, 
although stocks of aged 
whiskies in warehouses are 
around the highest level in 
years and have filled virtu- 
ally all available storage 
space, there is compara- 
tively little danger of an 
outbreak of price-cutting. 
In years past the industry 
has experienced numerous 
price wars, ruinous to profits. Acquisition by major 
distillers of small competitors during the war has 
resulted in concentration of the business in fewer and 
financially stronger hands, less likely to be forced in- 
to such mutually destructive combats. Moreover, in 
many sales areas rigid regulations minimize the dan- 
ger of price-cutting at retail. Whether or not such 
practices are approved for goods in general, they are 
encouraged by society as a means of discouraging ex- 
cessive consumption of alcoholic beverages. 


Costs have been reduced by cutbacks in production 
and by a gradual decline in prices of raw materials. 
Promotional activities have tapered to some extent, 
and other selling expenses have been trimmed. La- 
bor costs are relatively low, so that the threat of 
trouble in this direction is of minor significance. 
Shortages of raw materials are improbable. Sudden 
calls to provide alcohol for government uses, which 
distorted inventory positions during the war, are 
remote. If anything, companies which do distil indus- 
trial alcohol may be embarrassed by a failure of 
demand as synthetic rubber production becomes 
less important. 


Aged Whiskies Are in Strong Hands 


The fact that distilled spirits improve with age is 
another reassuring factor. Inventories may become 
more valuable the longer they are retained. Inasmuch 
as substantially all inventories of aged whiskies are 
owned by financially strong distillers, investors 
would be justified in expecting them to avoid all 
temptations to cut prices. 


Probably the most important development hold- 
ing out promise of stability, however, is the trend 
toward diversification of activities. The major dis- 
tillers have turned to various other industries—not- 
ably chemicals. Such activities permit diversion of 
raw materials to different uses and afford a means of 
moderating seasonal fluctuations in production of 
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distilled spirits. Moreover, they contribute to a higher 
degree of stability in sales. 

In examining this important trend toward diversi- 
fication more closely, it may be well to review recent 
developments affecting representative distilling com- 
panies. National Distillers affords an excellent ex- 
ample of a liquor company which has taken a bold 
forward step in broadening its activities in a related 
field. Negotiations were completed last year for ac- 
quiring U.S. Industrials Chemical Corporation, and 
the merger was made effective July 31. This unit now 
is operated as a division of National Distillers and 
markets a wide variety chemicals, resins, insecticides 
and industrial alcohol products. With the benefit of 
developments in petrochemicals and the substitution 
of synthetic for natural alcohol derived from mo- 
lasses, it is believed that sales volume of about $85 


million annually in this division can be enlarged. 
National Distillers Chemical, organized two or 
three years ago as a start in direction of chemical 
diversification, has made outstanding progress and 
another 50 per cent increase in productive capacity 
is contemplated by the second half of 1952. This com- 
pany embarked on production of metallic sodium 
and chlorine. Another venture along this line in 
which National invested $2 million is the Intermoun- 
tain Chemical Corporation, in which Food Machinery 
& Chemical holds an 80 per cent interest. This con- 
cern is destined to exploit soda ash deposits in Wyo- 
ming. Still another project is a joint venture with 
Panhandle Eastern Pipeline in extracting hydro- 
carbons from natural gas to produce propane, bu- 
tane, ethane and natural gasoline. It looks especially 
promising profitwise. (Please turn to page 46) 
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Brown Distillers 

Figures are in million dollars, except where American Forman Corp.- National Publicker Schenley Gooderham 
otherwise stated. Distilling Distillers Seagrams Distillers Industries Industries & Worts 

CAPITALIZATION: 

Long Term Debt (Stated Value) : $3.7 $17.2 $82.8 $76.8 $14.4 $150.0 $3.0 
Preferred Stocks (Stated Value)... ees $12.7 Ree $50.0 $7.6 avi WP wi asatotees 
Number of C n Shares Outstanding (000) 250 883 8,769 8,589 2,641 4,364 2,886 
Total Capitalization $8.7 $30.5 $100.4 $208.2 $34.5 $152.7 $20.3 
INCOME ACCOUNT: For Fiscal Year Ended 9/30/51 4/30/51 7/31/51 12/31/51 12/31/51 8/31/51 8/31/51 
Net Sales : $22.1 $68.8 $786.0 $466.8 $156.5 $450.5 $328.2 
Depreciation & Depletion $.2 $.4 $1.0 $3.5 $3.6 $4.4 $2.2 
Income Taxes $1.5 $4.5 $53.9 $23.4 $3.5 $18.1 $22.4 
Net Available for Interest $3.1 $9.7 $48.5 $25.8 $8.0 $43.1 $21.8 
Interest (Bonds & Long Term Debt) $.1 $.4 $2.4 $2.2 $1.9 $4.2 $.1 
Preferred Dividend Requirements - ie cone $.6 $.3 

Bal e for C $1.3 $4.1 $43.2 $24.3 $2.2 $22.2 $20.8 
Operating Margin Baer tes ; 13.6% 14.1% 12.8% 10.3% 5.1% 9.7% 13.2% 
ce) Lh a ee ae a 5.8% 6.7% 5.4% 5.3% 1.7% 4.9% 6.3% 
Percent Earned on Invested Capital 7.3% 18.7% 15.8% 15.8% 2.9% 9.8% 14.0% 
Earned Per Common Share $5.22 $4.71 $4.93 $2.87 $.87 $5.10 $7.23 
Current Price of Common $47.00 $12.00 $24.00 $30.00 $15.00 $30.00 $45.00 
Dividend per Share 1951.................. $2.00 $.53 $1.70 $2.00 3 $2.00 $4.00 
Dividend Yield .. 4.2% 4.4% 7.0% 6.6% 6.6% 8.8% 
Price-Earnings Ratio 9.0 2:5 4.8 10.4 17.2 o9 6.2 

3 mos. 6 mos. 6 mos. 3 mos. 3 mos. 

INTERIM REPORTS 12/31/51 10/31/51 1/31/52 11/30/51 11/30/51 
Net Sales ee ee state $134.3 $98.8 
Operating Margin yh re ~ 8.7% + 13.1% 
Net Income ...... : ; $.2 $.9 $19.5 - $5.7 $5.2 
Net Profit Margin ............... OED. «= chiseskes = aes 4.3% 5.3% 
Earned Per Common Share .... $1.08 $.75 ee $1.32 $1.83 
BALANCE SHEET: as of............................. 9/30/51 4/30/51 7/31/51 12/31/51 = 12/31/51 8/31/51 8/31/51 
Cash and Marketable Securities ................. $1.6 $5.1 $64.5 $27.7 $9.9 $44.2 $27.9 
RTI csc htccteAcpahid Bisa cetcdes: $12.9 $32.5 $247.0 $184.5 $81.0 $257.7 $99.8 
Roecwivelos, NOt .............ccccgecesseccesccsessevecsscescens , $6.7 $3.7 $69.8 $76.3 $14.1 $63.8 $25.9 
SINE 80255 by fossa swhavkey sbsdewutivsucs svesbenpauasvsusseus $21.3 $41.9 $381.9 $288.6 $105.8 $365.8 $153.7 
IR IPR IIS oss. dacs nvssscseeosecescssveedcovadaosensacdensees $3.3 $8.1 $91.3 $56.6 $40.5 $57.7 $36.1 
Net Current Assets pacbesc pe aces eabendieintiinesban tates $18.0 $33.8 $290.5 $231.9 $65.3 $308.0 $117.5 
PURINE obs siciisencanesavesbicasescsnavceseswserearasece $3.2 $7.3 $38.7 $83.8 $36.9 $66.1 $30.3 
Total Assets ....... iucusbcbarsssvndetbcnbonpebabasesesatecssvrbests $26.4 $50.2 $447.0 $388.3 $145.6 $438.2 $190.2 
Book Value Per Share ........................... $77.31 $20.63 $31.03 $23.90 $31.72 $52.84 $52.30 
Net Current Assets Per Share!.....0o. $41.11 $4.37 $23.68 $12.05 $16.51 $36.22 $39.67 
de e $6.71 $5.80 $7.35 $3.23 $3.71 $10.13 $9.70 
NN MUNIN 55655 ssics ozawioncuniccispdubsospnacbaus binoavandevekeadisane 6.4 5.1 4.1 5.1 2.6 6.3 4.2 
Inventories as Percent of Sales.........................00006. 58.6% 47.2% 31.4% 39.4% 51.6% 57.2% 30.4 
Inventories as Percent of Current Assets................ 60.8% 77.5% 64.7% 63.9% 76.5% 70.5% 65.0% 
RN 85 C56 heey cle coo eR as Sea aaiabccksenciseenass 12.8 $11.5 $254.5 $128.2 $70.4 $224.7 $131.2 


1_After deducting prior obligations. 


°—Pre-Tax margin. 


3—Paid 5% in stock. 
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Five Attractive 


LOW PRICED 
UTILITIES 


By OUR STAFF 


“Pus favorable action of public utility shares in 
recent months has attracted wide-spread interest, 
particularly since other sections of the market, with 
few exceptions, have either been dormant or weak. 
Strength of the utilities may be ascribed in part to 
growing recognition of their favorable outlook, and 
in part to switching by investors who now prefer 
these more defensive-type issues to some of the less 
certain industrial shares. Investment trust and mu- 
tual fund purchases of utilities also have roles in 
the current absorption of utility shares. 

Due to the large amount of common stock issues, 
characteristic of public utility companies, most of 
these stocks sell in a moderate price range, affording 
smaller investors an opportunity to make purchases 
within practicable limits. Market action, of course, 
is not likely to be exciting and price fluctuations are 
comparatively narrow. This, however, is not con- 
sidered a detriment by that class of investor pri- 
marily interested in yield. 

A number of public utility common shares offer 
attractive yields, ranging from above 5°% to above 
6%. This is a satisfactory return, under present con- 
ditions, on stocks whose dividend continuance can 
be relied on. 

To serve our readers we have selected five public 
utility stocks selling at a comparatively low price 
level, and whose dividend return is satisfactory. 
These companies serve important industrial and resi- 
dential areas in different parts of the country, and 
are steadily adding to their plant facilities. This in 
turn contributes to steadily increasing revenues, a 
process likely to continue for some years ahead. In 
order to finance these new facilities, additional 
shares are offered from time to time, generally at a 
price that is advantageous to the shareholder. 

In the following pages, we describe these com- 
panies briefly, together with pertinent statistical 
material in tables, charts and text covering earnings 
and financial position. 
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CENTRAL & SOUTHWEST CORP. 
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CENTRAL & SOUTHWEST CORPORATION 





BUSINESS: This important holding company, through its subsidiaries, serves 
an area of about 142,000 square miles, with a population of 2,274,000, 
in Texas, Oklahoma, Arkansas and a few districts in Louisiana. Some of 
the larger cities served are Tulsa, Okla., Shreveport, La., and Corpus 
Christi, Tex. 


OUTLOOK: While the territory served is predominantly agricultural, it also 
serves a growing number of industries in such natural resources as petro- 
leum, natural gas, sulphur, coal, salt and lumber. The region is the center 
of an expansion of manufacturing industries, including petroleum products, 
carbon black, glass, chemicals, cement and canned fruits and vegetables. 
Demand of this rapidly growing section of the country for additional power 
facilities has required the expenditure of very large sums by Central & 
Southwest in the past few years. About $145 million was spent for expan- 
sion purposes in the period 1946-50, and an additional $35 million in 
1951. To help finance this program, 500,000 shares of common stock was 
sold last year. The company escapes some of the difficulties encountered by 
other utilities which concentrate mewelty on gas sales, since its sales of 
electricity account for about 95.5% of gross revenues. From the time the 
company assumed the assets and liabilities of Southwestern Light & Power 
in 1944 (with several comparatively minor exceptions) it has made steady 
progress. A factor has been the growth in population in the territory from 
1.7 million in 1945 to the present figure of over 2.2 million. Communities 
served have increased in this period from 711 to 778. During the past five 
years, earnings have been on a stable basis, averaging about $1.40 a 
share. In 1951, earnings were estimated at $1.35 a share, compared with 
$1.44 a share in 1950, the difference being accounted for by higher taxes. 
Growth in electric output continues, and has reached a figure of well over 
3.5 billion Kwh. annually, compared with approximately 2 billion in 1945. 
With the region steadily attracting new industries and many good-sized 
companies, the outlook for continued growth is favorabl.e 


DIVIDENDS: The current rate is 90 cents annually, paid since 1950. Divi- 
dends were inaugurated with a payment of 35 cents a share in 1947. 
Earnings coverage is satisfactory. 


MARKET ACTION: Recent price, 1714, compared with a 1951-52 range of 
High—1732%, Low—13'4. The yield is 5.2%. 
COMPARATIVE BALANCE SHEET ITEMS 
nr 31 


1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 24,947 $ 27,340 +$ 2,393 
Receivables, Net 6,385 6,344 -- 041 
Materials & Supplie 4,936 6,393 + 1,457 
TOTAL CURRENT ASSETS 36,268 40,077 + 3,809 
Plant and Property -— 331,799 — 
Investments ; ; 700 7 104 
Other Assets 5, B73 13,264 7,391 
TOTAL ASSETS $345,862 $385,840 -+ 4$ 39,978 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 23,519 $ 29,395 +$ 5,876 
Other Liabilities 1,950 2,165 + 215 
Reserve for Depreciation 53,139 58,044 + 4,905 
Long Term Debt 137,895 155,395 +- 17,500 
Preferred Stock siti 39,587 39,587 
Common Stock 39,926 42,426 + 2, = 
Surplus 49,846 58,82 -+ 
TOTAL LIABILITIES $345,862 $385,840 +$ 39. oh 
WORKING CAPITAL ‘ $ 12,749 $ 10,682 —$ 2,067 
CURRENT RATIO .......... lesa sslescatcctateviseace 1.5 1.3 _ 2 
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CONSOLIDATED GAS COMPANY (BALTIMORE) 


BUSINESS: The company furnishes electricity and gas to Baltimore and 
the surrounding territory. Electricity is served to a population of 1,200,000 
in an area of 261 square miles. Steam is also furnished to the main business 
section of Baltimore. About 75% of revenues are derived from sale of 
electricity, and most of the balance from sale of gas. 


OUTLOOK: This is one of the strongest of the public utility companies, 
possessing an unusual asset in its perpetual franchises within the State of 
Maryland. The company is one of the first to have completed facilities for 
the use of straight natural gas. This, however, has entailed a reduction in 
rates amounting to about $7.5 million. To offset this the company has 
made application for a rate increase of 10.4%. The city is opposing this 
move, but in view of the general trend toward higher rates permitted by 
public utility commissions throughout the country, it seems probable some 
adjustment favorable to the company will be allowed. This is all the more 
likely since new construction activities demand the expenditure of large 
sums. Actual expenditures of this type for 1952 will be $28 million, of 
which the company will have to finance $22 million. It is expected that an 
even larger disbursement will be required in 1953. For long-range con- 
struction, the company estimates that it will require $125 million for 
power station facilities with a capacity of 125,000 Kwh. Earnings last year 
amounted to $1.67 a share on the increased number of shares, now 
4,829,000 against 4,696,000 the year before. On an adjusted basis, earn- 
ings for 1950 would have been $1.80 a share. The difference in net income 
is accounted for mainly by an increase in taxes. This will be offset to the 
extent of 10 cents a share by last November’s elimination of the electric 
energy excise tax. Progress has been steady and indications are that 
with growing industrialization of the territory served earnings will continue 
to increase. 


DIVIDENDS: The quarterly rate is 35 cents, or $1.40 a share annually. 
In 1950, it was $1.30 a share. Earnings coverage is ample. 


MARKET ACTION: Recent price—27 compared with a 1951-52 range of 
High—27'2, Low—24. At current prices the yield is 5.3%, a good yield 
for a sound stock. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31 
95 


1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 8,554 $ 10,586 $ 2,032 
Receivables, Net 9,404 8,982 — 422 
Materials & Supplies 9,236 11,655 2,419 
Other Current Assets 236 142 _ 094 
TOTAL CURRENT ASSETS 27,430 31,365 3,935 
Plant & Property 248,310 270,174 21,864 
Investments > 051 6,051 
Other Assets 135 5,494 — 641 
TOTAL ASSETS $287; '926 $313,084 +$ 25,158 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 20,539 $ 21,803 +$ 1,264 
Other Liabilities 3,609 3,424 -— 185 
Reserve for Depreciation 49,625 51,818 4 2,193 
Other Reserves 4,042 4,306 { 264 
Long Term Debt 95,863 113,234 + 17,371 
Preferred Stock 29,185 19,185 
Common Stock 63,516 66,467 +} 2,951 
Surplus 21,547 22,847 1,300 
TOTAL LIABILITIES $287,926 wees 084 +$ 25,158 
WORKING CAPITAL a $ 6,891 9,562 +$ 2,671 
CURRENT RATIO : 1.3 1.4 4 a 
32 


GENERAL TELEPHONE CORPORATION 


BUSINESS: This holding company controls the largest number of telephone 
subscribers in the U. S., outside of the Bell system, accounting for about 
18% of independent business. It operates through 1049 central offices in 
19 states. 


OUTLOOK: This company has grown steadily over a period of years. 
Since 1945, telephones operated increased by about 100,000 a year. Local 
service accounts for about 67% of the operating revenues and toll charges 
31%. Toll lines of the system are connected with the nation-wide facilities 
of the Bell System and other independent operators, permitting subscribers 
to make long-distance calls to any part of the U. S. and to many foreign 
countries. Operating through 15 telephone subsidiaries, the company has 
made net additions to property of over $160 million since 1946. Financing 
has been done in part through the sale of preferred stock and in part by 
selling common stock. In 1951, 525,000 shares of common stock were sold. 
The company has embarked on a darge program of construction, principally 
for replacements and extension of service. Among the chief items are the 
program for converting some older facilities to dial operation. About 65% 
of the company’s telephone exchanges are now operated automatically. 
In recent years, the company has been favored by a more lenient attitude 
on rates by the public utility commissions in the various states in which 
it operates. Since 1946, it has received rate increases amounting to about 
$20 million. In 1951, the subsidies received permission to increase rates 
by almost $9 million. The system has pending applications for an additional 
$2,850,000. Earnings in 1951 were $2.63 a share, about the same as in 
1950. These earnings, however, were based on the additional amount of 
common shares. On an adjusted basis earnings in 1951 would have been 
considerably higher than those reported. Continued growth as anticipated 
would bring the company within striking distance of 2 million telephones 
operated by the middle 1950's. In addition to the attractive yield, the stock 
has appeal as a growth issue. 

DIVIDENDS: The current rate is $2 annually, continued from 1947. The 
margin of earnings is sufficient to maintain this rate without difficulty. 
MARKET ACTION: Recent price—30, compared with a 1951-52 range of 
High—32, Low—27. The yield is 6.5%. 


COMPARATIVE BALANCE SHEET ITEMS 
anne 31 


1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities i SS Dee $ 19,510 +$ 12,236 
Receivables, Net : TO. 9,375 10,756 4. 1,381 
Materials & Supplies ' 15,356 17,729 +- 2,373 
TOTAL CURRENT ASSETS 32,005 47,995 + 15,990 
Plant and ‘sectanil ‘ 270,376 318,115 + 47,739 
Investments idee ; 652 687 + 035 
Other Assets 3,573 6,954 + 3,381 
TOTAL ASSETS $306,606 $373,751 +$ 67,145 
LIABILITIES 
Bank Loans Payable $ 18,380 $ 12,350 —$ 6,030 
Accounts Payable 11,224 11,043 _ 181 
Accruals 3,991 5,582 + 1,591 
Tax Reserve 7,048 10,780 1 3,732 
TOTAL CURRENT LIABILITIES 40,643 39,755 i 888 
Reserve for Depreciation 51,442 56,962 — 5,520 
Other Reserves & Deferred Cr. 1,256 1,343 + 087 
Long Term Debt ‘ : 112,304 131,839 + 19,535 
Preferred Stocks 51,535 78,001 + 26,466 
Common Stock 27,908 38,408 + 10,500 
Surplus owes Suit uAtaieaoee te 21,518 27,443 + 5,925 
TOTAL LIABILITIES ...... seapasi viéoivnyases+cice nae $373,751 +$ 67,145 
WORKING CAPITAL aan. ciicscicicscssssccccesseeccooe. $(d)8,638 $ 8,240 +$ 16,878 
Rp MN 2 ois sspcsssesSosserve. decencensdancdaveins ats 1.2 + 1.2 
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NIAGARA MOHAWK POWER CORPORATION PUBLIC SERVICE ELECTRIC & GAS COMPANY 
BUSINESS: A holding and operating company, one of the world’s largest BUSINESS: This important operating company serves a densely populated 
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in the distribution of electric power. It serves a territory of about 21,000 
square miles from the Catskills to Niagara Falls, with a population of 
nearly 3 million. Also serves natural or mixed manufactured gas to a 
population of about 1,140,000. 

OUTLOOK: The predominating feature of this important company is the 
immense sum spent for new construction in the past few years. Since 1948, 
approximately $165 million has been spent for improvement,s and it is 
estimated that an additional $100 million will be spent in 1952-53. New 
facilities include some very large generating plants, including the Dunkirk 
plant which will ultimately have a capacity of 320,000 Kwh, and a 
160,000 Kwh extension to the Huntley station. About 88% of gross 
revenues is accounted for by sales of electric power, and the remainder 
from natural and manufactured gas. Distribution is heavily weighted on 
the industrial side, with such users absorbing about 42% of total electric 
power sales. The region is steadily growing in industrial importance, with 
many new plants being established there. Metal, cement and paper indus- 
tries are prominent in this section. Commercial and residential use of 
electric power is 18% and 29% respectively. It is estimated that by 1954, 
total capacity will reach the figure of 2,682,850 Kwh, which will still 
further reinforce its position as one of the leaders in the industry. New 
economies are being inaugurated through the installation of new stear 
generating equipment, and the ratio of steam to hydro generated powe! 
will gradually change in favor of the former. At present, the ratio is 55% 
steam and 45% hydro. In common with the other public utility systems, the 
company requires additional increases in rates in order to proceed with 
its expansion program. Last year, rate increases totalling $2.5 million 
were granted. It is expected that approximately $3 million will be added 
to revenues through completion of the changeover to natural gas. Earnings 
last year were $2.05 a share compared with $1.96 a share the previous 
year. Despite the sale of 1 million additional shares at the end of 1951, 
earnings for 1952 will probably equal those of the past year. Based on 
the considerations mentioned, the stock has appeal from the standpoint 
of growth prospects. 

DIVIDENDS: The current rate is 40 cents quarterly, having been raised 
from 35 cents previously. 

MARKET ACTION: Recent price, 26, compared with a 1951-52 range of 
High—267e, Low—2034. At current prices, the yield is 6%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1950 1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 16,397 $ 16,76 +$ 366 
Receivables, Net 11,208 13,341 + 2,133 
Moterials & Supplies 13,952 15,092 ob 1,140 
TOTAL CURRENT ASSETS 41,557 45,196 + 3,639 
Plant and Property 607,987 651,916 + 43,929 
Real Estate & Invest. 16,578 15, — — 1,22 
Other Assets 8,346 15,063 : 6,717 
TOTAL ASSETS $674,468 $727,533 L$ 53,065 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 25,690 $ 30,360 +$ 4,670 
Other Liabilities 4,453 3,567 -- 88 
Reserve for Depreciation 192,901 198,595 5,694 
Long Term Debt 237,827 252,660 -- 14,833 
Preferred Stocks 79,000 79,000 
Common & Cl. mA" Stock 95,810 119,453 + 23,643 
Surplus 38,787 43,898 ! 5,111 
TOTAL LIABILITIES $674,468 $727,533 +$ 53,065 
WORKING CAPITAL $ 15,867 $ 14,836 — 1,0 
CURRENT RATIO 1.6 1.4 -- 2 
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and highly industrialized area covering the larger cities and populous 
regions of New Jersey. 

OUTLOOK: The company is a product of the dissolution of the parent 
company, Public Service Corp. of N. J., ordered by the S.E.C. in 1948. 
As a result, the company is now an operating unit. It owns Public Service 
Coordinated Transport Co., one of the largest mass systems of the kind 
in the U. S. 

About 75% of operating revenues are derived from electric sales. 
While the company is increasing the use of natural gas, the present 
output consists of mixed natural and manufactured gas. Gas sales are 
increasing but operating revenues from this source are not especially 
productive, the company obtaining the great bulk of net income from 
sales of electricity. The company is considered among the most efficient 
in the country in the generation of electricity. Its plants are of the most 
modern description, which contributes to a steady reduction of costs. The 
systems capacity is now about 1.6 million kilowatts. By the end of 1954, 
this will be brought up to about 2.1 million kilowatts. Approximately $230 
million has been spent for plant additions and improvements since the 
end of World War II. Approximately 34% of revenues are obtained from 
residential users, 34% industrial and 28% commercial. The rest comes 
from miscellaneous sources. Growth potentials are indicated by the rapid 
addition of new industries in the area, chief of which is the U. S. Steel 
Fairless plant at Morrisville which is attracting new collaterial industries. 
The projected National Steel plant near Trenton will also demand addi- 
tional electric power facilities. Based on the average number of out- 
standing shares in 1951, earnings were $2.28 a share, compared with 
$2.06 a share in 1950. Further increase is not expected this year due to a 
combination of factors such as higher dividend payments on the new 
4.7% preferred stock and reductions in electric power rates, in addition 
to rate problems arising from transit operations. 

DIVIDENDS: The current rate is $1.60 a share annually on the common 
shares. This rate was established in 1948. While projected sales of new 
common will dilute the issue, dividend coverage is satisfactory. 

MARKET ACTION: Recent price 2512, compared with a 1951-52 range of 
High—26%4, Low—21'2. At current prices, the stock affords the satisfactory 
yield of 6.2%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1950 1951 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 35,503 $ 30,452 $ 6,051 
Receivables, Net = 17,304 15,968 1,336 
Materials & Supplie ; 14,290 18,928 4,638 
TOTAL CURRENT ASSETS 68,097 65,348 ~ 2,749 
Plant & Property 599,775 646,968 47,193 
Investments 29,896 29,894 - 002 
Other Assets 7,048 7,020 -- 028 
TOTAL ASSETS $704,816 $749,230 4$ 44,414 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 30,014 $ 34, — +$ 4,724 
Other Liabilities 4,898 5,17 4 279 
Reserve for Depreciation 146,574 158, 473 12,101 
Other Reserves 10,657 10,633 - 024 
Long Term Debt 280,915 278,635 — 2,280 
Preferred Stocks 25,006 50,000 24,994 
$1. a 8 Misaap Com. & Common 146,205 146,205 
Surp 60,547 65,167 4 4,620 
TOTAL LIABILITIES $704,816 $749,230 $ 44,414 
WORKING CAPITAL $ 38,083 $ 30,610 —$ 7,473 
CURRENT RATIO y 1.8 — 4 
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Rails 


The Dow-Jones rail average re- 
cently went through its February, 
1951 high, by a small margin, 
after a long period of behavior 
inferior to that of the industrial 
average. It would be risky to at- 
tach prophetic significance to this 
fact. For one thing, industrials re- 
main sluggish up to this writing, 
well under their autumn, 1951, 
high. For another, the rail aver- 
age’s betterment of its old high 
was entirely accounted for by only 
four stocks out of the twenty in 
the average. These, and the per- 
centages by which they have sur- 
passed the February 5, 1951 highs, 
are Northern Pacific 133.3%, 
Atlantic Coast Line 19.1% and 
Union Pacific 4.8%. Three of these 
have an oil or potential oil angle 
which accounts for above-average 
demand for them and the fourth— 
Coast Line—has been subject to 
oil-angle rumors. They have not 
risen primarily on rail earnings or 
rail prospects. With the elimina- 
tion of Northern Pacific alone, the 
average would not have made a 
new high. At recent best levels, 
16 of the Dow rails, or 80% of 
those in the average, were under 
their February, 1951, highs by an 
average of about 12.3%. The per- 
formance of four oil-angle rail 
sticks, with or without a bull- 
market confirmation by the indus- 
trial average, is a rather irrational 
indication of general market 
trend. 


April 
There is no suggestion of a sea- 
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sonal market bias one way or the 
other in April, judging by the net 
changes of the Dow industrial av- 
erage in this month in past years. 
Thus, in the 35 years 1917-1951 
the average had an appreciable 
net rise in April in 10 years, appre- 
ciable net decline in 14 years, and 
insignificant net changes in the 
other 11 years. There was an ex- 
ceptionally large April gain, from 
an extremely low base, in 1933. 
The sharpest April declines were 
in 1931 and 1932 in a raging bear 
market. April was a month of very 
little excitement in such bull-mar- 
ket years as 1928, 1929, 1943, 1944, 
1946, 1950 and 1951. Despite ex- 
ceptions from time to time, the 
odds, of course, are against any 
sensational market change on bal- 
ance in any given month; and the 
average rate of movement, as we 
have pointed out before, is much 
faster in bear than in bull markets. 
A rule of life is that most things 
can be torn down faster than they 




















can be built up, and that is true 
of the stock market. Barring 
broadly activating news of some 
kind, what the market may do this 
April, if much of anything either 
way, seems a toss-up. As of today, 
it does not have the technical 
springboard that it had at the 
February reaction lows; and no 
significant shift in the general eco- 
nomic environment in April is 
foreseeable. 


EPT 

Tax change either way figures 
to be a dead issue in Congress this 
year, for the first time in some 
years. However, action on the ex- 
cess profits tax will become a live 
issue sooner than most investors 
assume. This is because the pres- 
ent EPT expires by statutory lim- 
itation on June 30, 1953, or only 
some 15 months hence. Unlike the 
similar tax of World War II, the 
question of repeal, and of a pos- 
sible White House veto, is not in- 











INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Atlantic Refining Co.............00 eee 
American Metal Co. Ltd. 
Mid-Continent Petroleum ....................... 
Newport Industries 

Ohio Oil Co....... 

Chicago Pneumatic Tool Co........................ 
Hudson Bay Mining & Smelt. .. : 
SheilOllCo, ........:..5.:...5.. ecb Peemeocnates 
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American Brake Shoe ............................... 


1951 1950 
Year Dec, 31 . $12.20 $10.90 
Year Dec. 31 7.70 5.66 
Year Dec. 31 9.18 8.43 
. Year Dec. 31 2.91 2.07 
. Year Dec. 31 6.35 5.69 
Year Dec. 31 12.28 10.22 
. Year Dec. 31 6.42 5.53 
Year Dec. 31 7.20 6.99 
Year Dec. 31 1.57 -93 
Year Dec. 31 5.19 4.70 
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volved. Congress might vote ex- 
tension of the tax in present form 
for another designated period, or 
extend it with some softening pro- 
visions, or fail to muster a major- 
ity for extending it at all, depend- 
ing on the political and economic 
climates at the time. Barring 
global war, the case for some cor- 
porate tax relief is not hopeless, 
since ending EPT does not require 
affirmative action. 


Effects 

At an unchanged level of pretax 
income, elimination of EPT would 
mean a boost of 60% in net profit 
of a corporation now subject to 
the 70% ceiling tax rate, assum- 
ing maintenance of the present 
52°¢ combined normal and surtax 
rate. On the same basis, the gain 
would approximate 37% for com- 
panies with a present effective tax 
rate of 65% ; 20% for those with 
a present rate of 60%, and 6.6% 
where the effective rate is now 
55°. Of course, pretax corporate 
income will not be unchanged. For 
many companies it has declined 
considerably in the last 12 months; 
and for practically all it is subject 
to important shrinkage in the next 
period of cyclical deflation in busi- 
ness activity and prices. Such a 
period appears unavoidable, bar- 
ring global war, after the turn- 
down in both outlays for new plant 
and equipment and in defense 
spending. Regardless of that, the 
end of EPT would further encour- 
age accumulation of growth 
stocks, especially at substantial 
price concessions, for they are the 
maximum long-pull beneficiaries 
of any material degree of tax re- 
lief. In many cases, the develop- 
ment of new products and broad 
expansion of total plant capacity— 
at advantageous net cost because 
of accelerated depreciation — 
means a large increment to built- 
in potential earning power, which 
can eventually become effective 
after tax relief. That is so of many 
chemical companies, ethical drugs 
and a number of special situations. 


Cushion 
For some companies the re- 


. moval of EPT would largely cush- 


ion shrinkage in taxable earnings 
in a period of poor business. For 
instance, on 25% lower pretax 
earnings, companies now paying a 
70% tax rate would actually gain 
20% in net profit at a 52% regu- 
lar tax; while on the same basis 
a 50% cut in taxable earnings 
would translate into only a 20% 
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cut in net profit. The lower the 
present effective tax rate, the less 
significant becomes the cushioning 
effect ex-EPT. If a company is 
now paying a 55% rate, inclusive 
of EPT, the shift toa 52% regular 
rate would mean a cut of 20% in 
net profit on a shrinkage of 25% 
in taxable earnings; and of 46.6% 
in net should taxable earnings fall 
50°. Of course, it takes no more 
than a moderate change in the 
business weather to cut taxable 
corporate earnings by 25% or so; 
and depression conditions much 
less severe than those of 1929-1932 
can cut them 50°. For instance, 
according to the Department of 
Commerce estimates, total corpo- 
rate pretax net fell 47% in the not 
too severe depression year 1938; 
18.5°¢ in the mild inventory-ad- 
justment vear 1949; and, on an an- 
nual rate basis, 23% between the 
first and third quarters of last 
year. 


Groups 

In the week prior to and up to 
this writing the following stock 
groups recorded new 1952 highs: 
automobiles, auto parts, printing 
and publishing, shipbuilding and 
natural gas. Only the last named 
reached a new major high, and by 
a small margin. The others, al- 
though at new 1952 highs, re- 
mained under their 1951, or ear- 
lier, highs. The following groups 
recorded new 1952 lows: copper, 
steel, apparel and vegetable oils. 
For apparel, but not the others, 
it was a new low both for 1952 
and 1951. Steels are close to their 
1951 low, with a probably better 
than even chance of going under 
it in due time. Aside from other 
considerations, including continu- 
ed expansion of producing capac- 
ity beyond normal consuming 
needs, the industry seems almost 
certain to be squeezed between 
higher wages and ceiling prices. 


———$——— 


Copper earnings will remain at a 
high level for some further time 
to come, but sentiment on these 
stocks has changed markedly. In- 
vestors are now looking ahead to 
increased supply, reduced demand 
and more competition from alumi- 
num. Although improvement is 
probably ahead, the apparel and 
textile trades are still very slack, 
and first quarter earnings reports 
will be among the poorest. Vege- 
table-oil stocks are notoriously 
sensitive to volatile changes in 
price-inventory factors. 


Automobiles 

The market has been saying 
that increasing supplies of ma- 
terials favor the automobile and 
auto parts stocks by promising 
more production than had been 
anticipated previously. So far as 
production is concerned, no excep- 
tion can be taken to this interpre- 
tation. However, the industry’s 
problem this year may turn out to 
be sales rather than output, and 
that will more certainly be so next 
year, barring global war, which 
would stop all production for 
civilians. What can happen is cur- 
rently demonstrated throughout 
the whole field of household appli- 
ances, including TV sets. Buyers 
and potential buyers are highly 
price conscious; and supplies of 
metals, even though smaller than 
in 1950-1951 are ample to permit 
more output than there is current 
demand for. A huge total of new 
cars has been sold since the end of 
World War II, more than meeting 
the catching-up demand; and cars 
at present prices are expensive 
propositions. On a long-term view 
stocks like General Motors, Chrys- 
ler and Studebaker have above- 
average merit; but 1951 earnings 
were sharply down from the lush 
1950 level; and a further shrink- 








McGraw Electric 

National Dairy Products 
Firth Carpet Co. 
Studebaker Corp. 

Du Pont (E. I.) de Nemours 
Beech-Nut Packing Co. 
Celanese Corp. of Amer. 
Electric Storage Battery Co. 


General Electric Co...... 








age can be expected for 1952. It 
(Please turn to page 52) 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1951 1950 
Year Dec. 31 $7.40 $9.23 
Year Dec. 31 4.07 5.14 
Year Dec. 31 -50 3.68 
Year Dec. 31 5.35 9.55 
Year Dec. 31 4.64 6.59 
Year Dec. 31 2.56 3.17 
Yeer Dec. 31 3.56 6.38 
Year Dec. 31 4.06 5.03 
Year Dec. 31 4.79 6.01 
Year Dec. 31 4.76 6.11 


Wrigley, Wm., Jr. Co. 
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By E. K. A. 


The wage rise which is inevitable now in the steel industry, 
and the wage rises which will follow in the oil, chemical, coal 
and automobile industries, may very well be the last. Even 
the spread of the uniform 
wage increases from the 
major companies to the 
smallest, which has come to 
be taken for granted, will 
be more difficult to accom- 
plish this time. While pri- 
mary steel producers have 
enough defense business in 
most cases to keep them 
going at profitable rates, 
the fabricators, one step 
further removed, have been 
hurt badly by the defense 
stretch-out which will _in- 
creasingly draw work back 
from subcontractors to prime 
contractors. 

The upcoming | situation, 
with labor pressing for more 
wages and industry wonder- 
ing how to pass the resultant 
higher prices on to the con- 
sumer, is only a mild pre- 
view of what will happen 
when the nation must fi- 
nally pause and rest from 
its expansive exertions of 
the last ten years. That will 
be the time when industry 
will not only not be able to 
afford a wage raise; it will 
have to insist upon wage 
reductions. 

Labor unions, and their 
economic-political mentors, 
are fond of lecturing busi- 
ness on the advantages of 
making more sales and prof- 
its, in total, by accepting 
less money for each unit of 
merchandise. The lesson is 
never acceptable in reverse. 
Union office is political, just 
like public office. The one 
thing with which a union 
officeseeker can never af- 
ford to be connected is an 
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agreement reducing the hourly rate. It is to his personal 
advantage to have his members working 20 hours a week 
at $1.50 an hour rather than 40 hours a week at $1. 

At the moment, it is customary to denounce the WSB as 
the cause of industry’s wage woes. While there is no doubt 
that the separation of wage authority and price authority— 
if there were to be either—was an outrage upon common 
sense, the cause of coming labor strife lies deeper than that 
—deeper than any politician, even the most courageous, has 
so far dared to delve. 


When the Taft-Hartley Act was passed, in part replacing 
the one-sided Wagner Act, such a clamor was raised against 
it as a slave labor enactment that the mildness of its pro- 
visions, and the little way it went to cure the deepest-rooted 
of the Wagner Act's evils, were successfully obscured. It is 
still the law of the land that a company’s employees remain 
its employees, if the National Labor Relations Board so rules, 
despite their leaving their jobs and doing everything they 
can to ruin the employer's business. He is extremely fortunate, 
if he fights a strike and defeats it, not to be ordered to dis- 
miss the employees who stood by him and replace them with 
strikers. In many cases he must pay the strikers for the time 
they were picketing his place of business. 

Still on the statute books also is the Norris-LaGuardia Act. 
While every other citizen, in every other relationship in life, 
can be enjoined from harming his neighbor, the mantle of the 
Norris-LaGuardia Act is thrown about the union agent. In cer- 
tain cities captured by so-called liberal parties, even this wide 
liberty is enlarged. In a recent murder trial in New York, it 
was testified that the victim had destroyed $3000 worth of 
property of the accused. The testimony was merely to estab- 
lish motive; no one commented on the felony as a felony, nor 
on the fact that it was not even reported to law enforcement 
authorities. Everyone knew punishment was out of the question. 


When the need of the nation and of workers themselves 
for a downward adjustment of war- and _inflation-swollen 
hourly wage scales collides with the self-interest of union 
politicians, hiding behind the Wagner Act and the Norris- 
LaGuardia Act, we shall indeed be fortunate if we have an 
Administration with the courage to do its duty. 


Largely under the leadership of men who avowed their 
undying hatred of monopoly in any form, we see for the first 
time the naked power of monopoly in the steel business. 
Judge Gary, Charles Schwab, Andrew Carneige — none of 
these was ever able to shut down the entire steel industry 
with a word. Philip Murray can say that word, and shows no 
reluctance to do so. Similar monopolies exist in all the nation’s 
basic industries. Neither the Administration nor its most voci- 
ferous political opponents dare to attack the real monopolies 
built up in labor by the New Deal-Fair Deal. 
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The Business Analyst 





MONEY & CREDIT—Short term securities have been strong 
in March, confounding prognosticators who foresaw a 
squeeze resulting from the demand for funds to meet March 
tax payments. Contrary to expectations however, the supply 
of funds has been adequate, driving the yield on Treasury bills 
to 1.50% from a 1.65% return early in the month. The strong 
market was the result of an expansion in bank reserves caused 
by huge Treasury disbursements for interest and other pay- 
ments, a large float of uncollected items including tax checks 
and support by the 12 Federal Reserve Banks who, in the week 
ending March 19, increased their holdings of Treasury certifi- 
cates by $311 million. Long term Treasuries have also followed 
an upward course with the bank eligible 2s of September 
1972-67 quoted at 97.17 bid on March 24 against a price of 97 
two weeks earlier. Beginning in May an increasing amount of 
Treasury obligations wil become eligible for bank investment. 
As a result the spread between restricted and non-restricted 
Treasury obligations has tended to narrow and now stands at 
one point for the longest term maturities compared with two 
and one-half points 2 years ago. Loans of member banks have 
been expanding gradually and reached $34.8 billion on March 
12 against $34.6 billion four weeks ago and $32.2 billion on 
March 14, 1951. In the first eight months of this fiscal year 
the Treasuury has spent $41.9 billion. Only four months of the 
fiscal year remain and it is hard to see how expenditures can 
even get close to the budget figure of $70.9 billion. Outlays 
may fall as much as $5 billion short of this goal, cutting the 
expected deficit substantially. More public housing bonds are 
coming to market on April 15; specifically, the Public Housing 
Administration has scheduled offering of $167 million in obli- 
gations of various Housing Authorities for that date. However, 
these bonds will face unexpected competition for investment 
funds as the result of President Truman’s recent order removing 
all restrictions on loans to state and local authorities. As a 
result, a substantial volume of those tax-exempts which were 
hobbled by the voluntary credit restraint program, will be 
offered for sale. Municipal financiers expect that the states of 
Oregon and Montana will call for bids on veterans’ bonus bond 
issues totalling $87 million and West Virginia is also expected 
to get in line to sell the remaining $30 million of its bonus 
issue which was not taken up in an intra-state selling drive. 


_ ————-——_ 9——_--- — 


TRADE—The approach of Spring led consumers to spend a 
little more freely but retailers still could not approach the fig- 
urges of a year ago when results were buoyed by an earlier 
Easter. Sales of clothing this year continue slow but there has 
been some pick-up in demand for shoes where shoppers were 
attracted by price cuts. Sales of household goods remained 
quiet. Department store sales in the week ending March 15 
were 11% below the corresponding week of last year with 
all districts registering declines. The Western area covered 
by the San Francisco district made the poorest showing with 
a 16% drop. 
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INDUSTRY—The industrial sector has been notable for its 
lack of news as factories continue to operate at a high level of 
activity. The MWS Index of Business Activity was off slightly 
to 185.8 for the week ending March 15 from 186.6 two weeks 


APRIL 5, 1952 


HIGHLIGHTS 















MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 


15 " | 












































TOTAL LOANS & | 
65 INVESTMENTS 
55 DEMAND DEPOSITS 
K ie 
Ya we 
if. ee, ae anf 
| oO 
< 
=45 
4 INVESTMENTS IN 
U.S. GOVERNMENTS 
z 
° \ TOTAL LOANS 
2 35 
ifs Lda 






| nt wy ae Se Beem 
PT ht Pee eS hed orecescoe® 


MONEY IN CIRCULATION 








25 
Cele 
ty ee 


oo 
COMMERCIAL LOANS 








Litt tt iy 








sLLI LIL tL | 





JFMAMITASONDI FMANIJASOND 
| 19S2 


1951 

















earlier. A cut in output of coal and crude oil made for lower 
production levels while steel production rose to a new high at 
102%2% of rated capacity. 





COMMODITIES — The Bureau of Labor Statistics Index of 
primary market prices advanced 0.2% in the week ending 
March 18 to stand at 111.8% of the 1947-1949 average. 
Partially responsible for the advance were sizable price in- 
creases for fresh fruits, vegetables, raw sugar and most grains, 
while some livestock and dairy products also rallied. Wool 
items declined but this was offset by increases for burlap, hides 
and animal feeds. 
incase 


Expenditures for NEW CONSTRUCTION totalled $1,973 
million in February, a 7% drop from the $2,124 million spent 
for this purpose in January and slightly above the outlays of 
$1,969 made in February 1951. Considering seasonal factors, 
the drop from last month was about normal according to the 
U. S. Department of Labor. $1,379 was spent for private con- 
struction in February, a 9.2% decline from a year ago, with 
residential building suffering a 20% cut. Non-residential build- 
ing rose 3.9% from a year ago to total $399 million. Public 
construction showed a lusty 31.7% increase over a year ago 


(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pecorl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Feb. 3.4 3.7 17 1.55 (Continued from page 35) 
Cumulative from mid-1940 Feb. 444.6 441.2 407.3 13.8 | with residential building by government 
FEDERAL GROSS DEBT—$b Mar. 19 258.4 260.2 254.8 55.2 | agencies up 120% to $66 million. Biggest 
increase from a year ago was one of 297% 
MONEY SUPPLY—$b 2 53.4 52.6 51.8 26.1 | for military and naval facilities with Febru- 
Demand Deposits—94 Centers____ | Mor. | ‘ He i on ory cules ot 4115 million, Hower, o- 
Currency in Circulation iat vei ; : penditures for this purpose were below the 
BANK DEBITS $125 million spent a month earlier. 
New York City—$b. Mar. 12 11.4 11.8 12.3 4.26 ae * * 
93 Other Centers—$b Mar. 12 14,7 16.5 15.7 7.60 Producers of CIVILIAN HARD GOODS 
PERSONAL INCOMES—$b (ed2) rite 2573 2586 243.6 102 got some cheering news from the Defense 
Sabaitie: ced tiheaes as 172 172 158 66 Production Administration in the form of 
natin 4 on 50 50 5) 23 increased allotments of controlled metals 
aie lal ee 19 21 19 10 for the third quarter. They are to receive 
Sends: Greene °c 13 12 13 3 65% of the steel, 40% of the copper and 
(INCOME FROM AGRICULTURE) lon. 22 23 22 10 | 50% of the aluminum they used in an aver- 
age quarter before the Korean outbreak. 
POPULATION—m (e) (cb) Feb. 156.0 155.8 153.3 133.8 | This compares with second quarter rations 
Non-Institutional, Age 14 & Over— | Feb. 109.3 109.3 108.9 = 101.8 | of 50% of the steel, 30% of the copper 
Ctvillen Labor Force Feb. 61.8 61.8 61.3 556 | and 30% of the aluminum used in the base 
unemployed Feb. 2.1 2.1 2.4 3.8 | period. Auto makers will be allowed enough 
Employed Feb. 59.8 59.7 58.9 51.8 | metal to produce 1,050,000 cars versus 
In Agriculture Feb. 6.1 &2 ad 8.0 | 1,000,000 cars in the second quarter. The 
Non-Farm Feb. 53.7 53.5 53.0 43.8 | military is to get 2,395,000 tons of steel, 
At Work Feb. 57.6 57.5 56.5 43.2 | 262,000,000 pounds of copper and 229,- 
Weekly Hours. Feb. 41.9 41.6 41.4 42.0 | 000,000 pounds of aluminum in the third 
Man-Hours Weekly—b Feb. 2.41 2.39 2.34 1.€2 | quarter. Some of the increased allocation 
EMPLOYEES, Non-Farm—m (Ib) a 75 46.8 46.6 37.5 | to civilian users is the result of reduced mili- 
Government Des. 69 6.5 6.4 48 | tary requirements but most of it represents 
Saliien a 129 129 13.1 11.7. | @N increase in the over-allotment of avail- 
Weekly Hours. in 412 40.5 Al 40.4 | able supplies to take care of ration tickets 
Hourly Wage (cents) ——— | Dec. 163.5 162.5 «154.3 ~—77,3_ | that are not used. 
Weekly Wage ($)________— | pec. 67.36 65.81 63.88 21.33 ‘ P ‘ 
EXPORTS from the United States in Janu- 
PRICES—Wholesale (Ib2) ‘eae wes MS 92.5 | ary fell to $1,246 million from $1,436 mil- 
Retail (edlb) Jan. 210.6 210.8 202.4 116.2 lion in December. Declines from a month 
earlier were noted in exports of raw cotton, 
COST OF LIVING (1Ib3) Feb. 187.9 189.1 183.8 100.2 autos, tobacco, wood and paper. During 
food _ 227.5 232.4 226.0 113-1 _| the same period IMPORTS rose from $801 
Clothing ey 204.3 2046 = 202.0 113.8 | million to $922 million. There were increased 
Rent rom. dances pest pects 107-6 imports of rubber, refined sugar, cocoa, 
RETAIL TRADE—$b** textiles and minerals. With exports continu- 
Retail Store Sales (ed) Jan. 12.6 12.3 13.6 4.7 | ing to top imports by a substantial margin 
—— as Jan. 4.1 3.9 5.1 1.1 the favorable balance of trade amounted 
Non-Durable Goods Jan. 8.5 8.4 8.5 3.6 | to $324 million in January. 
Dep't Store Sales (mrb) Jan. 0.78 0.82 0.95 0.34 * * * 
Retail Sales Credit, End Mo. (rb2) Jan. __ Ns 12.1 1.9 5.5 Manufacturers’ shipments of TIRE CAS- 
: INGS for passenger cars rose 54.4% in 
apenas January to 5,109,420 units from 3,309,397 
New Orders—$b (cd) Total ith Soh. 22.3 21.0 28.2 14.6 * December, dur Cibher Mavala 
Seat Caees ati hes wed we 7-1 | Association reported. Production increased 
pantalones ebni sn ian. 11.0 10.7 13.1 ye to 6,265,423 casings in January from 4,875,- 
Shipments—$b (cd)—Total__.____—>— | Jan. 22.4 21.2 22.7 8.3 982 a month earlier. With production con- 
cl oe rn oe ok eat 
: : : TORIES on January 31 stood at 8,069,652 
BUSINESS INVENTORIES, End Mo.** casings compared with 6,976,792 at the 
Total—$b (ed) Jon. 70.1 70.1 62.0 28.6 end of last year and 2,748,482 on hand 
Manufacturers’ Jon. 42.0 42.0 34.1 16.4 | on January 31, 1951. 
Wholesalers’ Jan. 10.0 10.0 95 4.1 * * * 
Retailers’ pn. eae 18.1 18.5 8.1 American corporations paid out $750 
Dept. Store Stocks (mrb) Jan. 2.3 2.4 2.5 1.1 | million in CASH DIVIDENDS in January, 
BUSINESS ACTIVITY—1—pe Mar. 15 185.8 186.2 186.0 +='141.8 (| 2% increase over the corresponding 
(M. W. S.)—I—np. Mor. 15 221.1 221.8 + =217.0 +~=—-146.5_—«|| month of last year, according to figures of 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Menth Ago Harbor* 

INDUSTRIAL PROD.—1—np (rb) Jan. 219 218 219 174 the Department of Commerce. All but six 
Mining Jan 164 163 164 133 | of the twenty-one types of business in the 
Durable Goods Mfr Jan 280 281 268 220. | report made higher payments this year than 
Non-Durable Goods Mfr Jan 187 185 201 151 | last. Railroads with a 40% gain in pay- 

CARLOADINGS—t—Total Mar. 15 709 «= 714.—=S'«s«75—~Ct«*«é’—~C*«L«UMAS: Showed. ‘thee biggest increase ond 
Mise. Freight Mar. 15 369 367 390 379 communications were next with a 16 % rise. 
iin & Ck Mar. 15 73 74 85 156 | Dividends paid in the first month of this year 
Gui ii 46 45 47 51 4B | might have been even higher were it not 

| for a provision in the tax laws which reduces 

ELEC. POWER Output (Kw.H.) m Mar: 15 7,414 7,497 6,903 3.267 | the tax bill of some companies if they delay 

| the first dividend of the year until after 

SOFT COAL, Prod. (st) m Mar. 15 9.8 9.9 10.0 10.8 March 1. 

Cumulative from Jan. 1 Mar. 15 113 104 116 44.6 * x * 
Stocks, End Mo Jan 74.4 76.6 74.0 61.8 

PETROLEUM-—(bble.) ma Manufacturers delivered 7,358 new 
buat Gite dlls Mar. 15 6.4 b.4 6.0 41 FREIGHT CARS to American railroads in 
Seite ite ies 28 146 145 141 86 February, down from January deliveries of 
Sesh elk Genii Mar. 15 36 37 38 94 8,642 cars but above the 5,842 cars deliv- 
Heating Ol! Stocks Mar. 15 48 50 45 55 ered in February 1951. NEW ORDERS 

were received for 6,120 freight cars in Feb- 

LUMBER, Prod.—(bd. ft.) m Mas iS 569 568 530 632 ruary, an improvement over January’s new 
Stocks, End Mo. (bd. ft.) b Jan 8.3 8.4 6.6 12.6 | orders for 5,339 cars. With deliveries and 

order cancellations exceeding new orders, 

STEEL INGOT PROD. (st) m Feb. 8.7 9.1 7.8 7.0 UNFILLED ORDERS fell to 118,900 cars 
Cumulative from Jan. 1 Feb. 17.8 9.1 16.6 74.7 on March 1 from 120,251 cars a month 

ENGINEERING CONSTRUCTION earlier. 

AWARDS—$m (en) Mar. 20 251 224 160 94 - - . 
pinicineibiinaiiandl eS Se Production of TELEVISION SETS in 

MISCELLANEOUS January showed an 8% increase over De- 
Semcon’, tee Geden Ga Mar. 15 183 282 246 165 cember but was still 36% below the output 
Cigarettes, Domestic Salee—b Jan 33 24 34 17 for January 1951. Output of RADIO SETS 

Do., Cigars—m Jan 495 368 459 543 has been cut even more severely with a 
Do., Manufactured Tobacco (Ibs)m_| Jan 19 14 20 28 47% drop from the like month of last year. 











b—Bilions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdilb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. mpt—At mills, 
publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
pe—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. 
*_1941; November, or week ended December 6. **—Seasonally adjusted. 
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‘ 1952 1952 
No. of 1951-52 Indexes «19321952 | ay, 14, 1936, Cl.—100) High Low. Mar.15— Mar.22 
Issues (1925 Cl.—100) High low Mar.15  Mar.22_ | 199 HIGH PRICED STOCKS........... 124.7 107.1 122.4 1226 
330 COMBINED AVERAGE ... 204.6 172.6 197.4 197.3 100 LOW PRICED STOCKS 252.9 208.6 237.6 236.8 
4 Agricultural Implements....... 318.0 246.5 273.6 276.6 5 Investment Trusts.................0.... 104.8 84.8 103.8 104.8A 
10 Aircraft (‘27 Cl.—100) ............. 339.1 252.8 304.9 301.9 3 Liquor (‘27 Cl.—100) <siaes POST 1022.8 1045.3 1034.1 
7 Air Lines (’34 Cl.—100)........ 803.9 634.0 688.0 672.3 A MsCIOE ooo oso cacccceccecéccecatince: . 293 177.7 208.3 206.2 
i ARN o0 ook A. oc aevecesvacsed 112.5 86.6 97.4 95.4 er III oo se 152.0 117.7 121.5 121.5 
10 Automobile Accessories .......... 257.6 216.2 239.2 239.2 6 > 109.1 85.7 97.1 96.1 
TV RGINOBNES: saccicccseccccsccccscccuce . 46.3 36.1 40.6 41.4 13 Metals, Miscellaneous ............... 314.8 233.0 278.4 275.5 
3 Baking (’26 Cl.—100) 7 5 21.0 21.4 21.6 MPRA s.ooccccs cries 443.7 344.3 423.6 423.6 
3 Busjness Machines ................. .. 410.1 300.8 386.4 386.4 28 Petroleum . 476.4 355.0 476.4 472.1 
2 Bus Lines (‘26 Cl.—100)........... 183.1 149.1 152.1 149.1Z SO Pobile URNS: q...<<.cc.cc.cccsanccaes. 167.5 142.5 167.5 167.5 
GMC oo oooeiccescnce lav ices 427.8 326.0 384.8 380.7 9 Radio & TV ('27 Cl.—100)........... 34.2 26.6 34.2 33.9 
DF CGN PANIED sass esses co ndsssccccssesess 18.3 13.2 15.4 13-2 8 Railroad Equipment .. ccesaie J 57.5 60.5 61.7 
4 Communications ....................... iy Ae 58.3 63.6 63.6 El WHAMOMIEN oi cssds csscteesesaasccsdcexcaeas: 45.4 34.2 44.1 43.7 
9 Construction 73.0 60.2 68.9 71.0 Ree MN cae cc ican Svava <avaccvanbesveseeaeee 41.6 34.3 41.6 41.6 
7 Containers ... 490.6 376.5 466.6 466.6 3 Shipbuilding ......................0:.. 189.9 139.1 188.1 186.2 
DF Geers DEORE, 20 s5scecccseo4s sens 171.9 126.3 151.7 151.7 Si NIN MRR con oooecs cessncusecenincees 395.5 301.2 304.3 301.2 
BE PIOGUOD ooniesisscsnsccsncsassses 85.7 75.9 84.0 84.0 WR SIRO Car NON aco Scns cesses 169.5 134.1 144.3 144.3 
5 Department Stores ......... 84.5 62.7 64.6 64.0 NONI oc aese cae ioe can ceeasuustadades 77.6 66.5 69.6 68.9 
6 Drugs & Toilet Articles... 235.0 209.4 224.0 224.0 2 425.3 574.1 653.2 
2 Finance Companies .......... 334.3 243.0 334.3 331.2 170.0 172.0 173.9 
7 Food Brands 200.9 171.4 176.8 176.8 51.2 71.8 73.2 
2 Food Stores ass TGA 97.4 102.5 102.5 ONIN 655 6s scab csecscaceccectaene 75.3 82.6 84.2 
SS RNIN ooo cccsvasccscccsesectupacss 75.0 59.3 59.3 52:3 2 Variety Stores . 297.9 301.0 301.0 
4 Gold Mining ....... 779.8 579.3 730.1 711.2 TR Unelaceified (149 Cl—100) 127.3 109.4 118.6 119.7 

A—New High for 1951-'52. Z—New Low for 1951-'52. 
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Trend of Commodities 





Commodity futures have been sluggish during the past two 
weeks with most staples drifting lower while cotton futures were 
outstanding on the up-side. The Dow-Jones futures index 
showed little change closing at 180.80 on March 24 against 
180.52 on March 10. The news affecting wheat was mixed with 
the bearish forces heartened by Department of Agriculture 
releases indicating a possible supply 250 million bushels in 
excess of the amount available last year while bullish senti- 
ment was stirred by news of increased export allocations. Dur- 
ing the past two weeks corn futures were unchanged for the 
near term option to up 1% cents for the December future. 
Buying came into the market with publication of the official 
report that farmers plan to plant only 83,928,000 acres to 
corn this year against the government's goal of 89 million 
acres. With some 425 million bushels of corn controlled by the 
government and held off the market at current prices, a tight 


supply situation could develop later in the season unless prices 
rise enough to draw supplies from government hands. Cotton 
futures traders witnessed some excited buying during the past 
two weeks and the May option closed at 41.18 on March 24 
to show a gain of almost two cents since March 10. Business 
on Worth Street showed a little improvement and some ob- 
servers thought the textile industry had seen its darkest 
moments. Actually, cloth demand would have to rise substan- 
tially to justify even the present rate of operations. Nearby 
deliveries of hide futures have shown a reactionary price 
trend since trading was resumed on March 10 after a suspen- 
sion of more than four months. The leather industry is in a 
period of adjustment marked by lower prices. Hide futures are 
now selling under 17 cents and this compares with a high of 39 
cents reached by an “old style” hides futures contract in 
January 1951. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2Wks. 3Mos. 1Yr. Dec. 6 

Mar.24 Ago Ago Ago 1941 

... 302.9 307.4 329.5 379.0 156.9 

svcoieses, COMA SIT.2 S375 4167 1573 
ssssvsevsre BORO 303.0 3243 356.5 156.6 


RAW MATERIALS SPOT INDEX 


DEC, JAN. FEB. MAR. 
200 }——_— 


28 Basic Commodities 
11 Imported Commodities . 
17 Domestic Commodities 








a 


MAGAZINE OF . 
WALL STREET INDEX 









































14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1951 1950 1947 1945 1941 1939 1938 1937 


High 0.0.0... 2145 347 1640 958 743 783 658 93.8 
RO Gisistcten 174.8 1342 1264 836 587 616 57.5 647 
40 


Date 2Wks. 3Mos. 1Yr. Dec. 6 
Mar.24 Ago Ago Ago 1941 

335.2 337.5 364.4 412.8 163.9 

.. 353.6 354.2 368.8 398.3 169.2 
288.6 294.8 318.2 369.0 148.2 


COMMODITY FUTURES INDEX 
DEC, JAN. FEB. MAR. 
200 | 


7 Domestic Agriculture .. 
TP BOGRUNG 7. 0ic.05cccis 
16 Raw Materials ............ 








DOW-JONES | 
COMMODITIES INDEX 
































Average 1924-26 equals 100 
1951 1950 1947 1945 1941 1939 1938 1937 
Re: 215.4 202.8 184.4 1117 88.9 67.9 57.7 86.6 


BIW ons cicescecsess 1764 140.8 123.0 986 582 48.9 473 54.6 
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Parke, Davis & Co. has recently opened a large new 
plant at Holland, Mich. which, it is anticipated, will 
increase by over 100% capacity for making the anti- 
biotic drug, chloromycetin. This is the only plant that 
produces this type of drugs synthetically. The drug 
has been found successful in treating a number of 
tropical and oriental diseases. In response to the 
needs for this product, Parke, Davis has a large 
overseas expansion program. 


Exploratory discussions regarding a possible mer- 
ger of Atlas Corp., Consolidated Vultee Aircraft Corp. 
and Kaiser-Frazier Corp. are under way. Legal and 
independent engineering and financial experts are 
studying and evaluating the advantages and disad- 
vantages of such a combination. If concluded, this 
would be among the largest mergers in many years. 


Shell Oil Co. has started work on new crude dis- 
tillation facilities for its Wilmington and Martinez 
refineries in California. The construction programs, 
together with those announced previously for the 
firm’s three refineries east of the Rockies, will cost 
about $100 million and will add 4 million gallons 
daily to Shell’s national output. Construction of the 
Martinez facilities, which will increase that refinery’s 
daily crude distilling capacity by 5000 barrels, will 
be completed in September. The new Wilmington unit 
will boost total refinery intake by 20,000 barrels daily 
but will not start operations until early 1954. These 
are part of the steps Shell is taking to achieve the 
necessary increase in its crude intake on the Pacific 
Coast. 


Goodyear Tire & Rubber Co. will build a $1.5 mil- 
lion warehouse and office building in the central 
manufacturing district of Los Angeles. Increased 
production at the company’s Los Angeles plant has 
taken over so much storage space that the new 
309,000 square foot building, covering 12 acres, is 
needed. 


Standard Oil Co. of California, through its sub- 
sidiary, Salt Lake Pipe Line Co., will construct a 
330-mile products pipe line from Salt Lake City to 
Boise, Idaho at a cost of $8 million. Its completion 
will boost the pipe line company’s transportation 
capacity along this route to 39,500 barrels a day 
from 22,000 barrels. 


Dow Chemical Co. has begun operating its new 
magnesium rolling and fabricating mill at Madison, 
Ill. The mill will be the largest producing plant of 
its kind in the world when it reaches full production 
some time next year. Dow plans to spend $26 million 
on the new plant, which was built by the government 
in World War II and sold to Dow for $1.5 million. 
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Basic Refractories, Inc. has acquired the physical 
assets of Sierra Magnesite Co. of Nevada. The com- 
pany has also obtained a lease to mining claims on 
magnesite deposits adjoining the company’s prop- 
erty. These will be operated in conjunction with other 
properties. The new leases will provide substantial 
additional reserves of developed magnesite going in- 
to the production of granular magnesia refractories 
which are used by the steel industry as linings for 
furnaces. 


Union Carbide & Carbon Co. through its division, 
Electro-Metallurgical Co., has plans for building new 
facilities at the Marietta, Ohio plant to produce about 
6000 tons of electrolytic manganese annually. Metal 
produced by the electrolytic process is of the highest 
purity commercially available and has many uses in 
industry, particularly in the production of stainless 
steel, non-ferrous alloys for jet engines, and such 
non-ferrous metals as aluminum and copper. A sixth 
electrolytic furnace has been placed in operation at 
Marietta and eight more furnaces are under con- 
struction at the plant. These facilities are part of a 
big expansion program launched by the division to 
meet the growing demand for ferro-alloys. 


Koppers Co. Ine. has announced plans for discon- 
tinuance of manufacture of automotive piston rings 
at its Baltimore plant and to concentrate on produc- 
tion of aircraft and industrial rings. One of the offi- 
cials has stated that the company has a number of 
new products under development. 


Northern Natural Gas Co. has asked for Federal 
Power Commission approval of plans to build a 400- 
mile pipe line from the Canadian border to Minne- 
apolis. This is one of the several companies seeking 
to export gas from the southern Alberta fields. The 
company already has a contract with Western Pipe 
Lines of Canada under which it would receive at 
least 100 million cubic feet daily. 


Reynolds Metals Co. will begin pouring aluminum 
at its new $80 million plant near Corpus Christi, 
Texas in the near future. With its own electric power 
available, the big new plant will have an ultimate 
capacity to produce 160 million pounds of the light 
metal yearly. Until the new alumina processing 
facility is opened early next vear, the reduction plant 
will get its alumina supply from Reynold’s Hurricane 
Creek, Ark. plant. When the new alumina plant is 
finished, the company will have one of the few opera- 
tions in the world where ore goes in one side and 
emerges at the other as aluminum pig. 


Socony-Vacuum Oil Co. had a record net produc- 
tion of 76 million barrels of crude oil in the United 
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States last year. The total exceeded that of 1950 by 
15%. Despite these withdrawals, domestic estimated 
proved reserves of crude oil and condensates were 
increased by 159 million barrels to a total of 1650 
million barrels. In the last five years, Socony-Vacuum 
has spent about $500 million to find and develop 
crude oil reserves in the U. S. Plans for this year 
call for expenditure of about $150 million for this 


purpose. 


National Gypsum Co. has purchased Wesco Water 
Paints, Inc. The latter operates seven plants through- 
out the U.S. and Canada. It makes water-thin paste 
paints, dry powder, exterior masonry paints and in- 
terior rubber base paints. The purchase has been 
made through an exchange of about 116,000 shares 
of National Gypsum common with a market value 
of about $2.5 million, for outstanding Wesco shares. 


Copper Range Co’s. subsidiary, White Pine Copper 
Co., has awarded Turner Construction Co. a contract 
for the development of its Ontonagon, Mich. proper- 
ties. The estimated cost of the project is about $57 
million. Work has already begun and should be com- 
pleted within three years. When in operation, the 
mine is expected to have an annual production of 
about 75 million pounds of copper. Among the facili- 
ties will be a mill to process 10,500 tons of ore a day, 
and a smelter. 


Diamond Alkali Co. has awarded contracts to en- 
gineer and erect facilities for a major expansion of 
chlorine production at its Painesville, Ohio plant. 
The company said the project will more than double 
its productive capacity of chlorine and caustic soda 
by the electrolytic method. It will also enable it to 
abandon the traditional lime-soda process of produc- 
ing caustic. This move will eventually make available 
to industrial users a substantially greater tonnage of 
soda ash, which is one of the raw materials essential 
to caustic soda manufacture by the lime-soda method. 


Douglas Aircraft Co. has been assigned the govern- 
ment-owned plant at Chicago for the production of 
the RB-66 reconnasiance bomber. Douglas operated 
this plant during World War II. The RB-66 is re- 
garded as one of the most important planes Douglas 
has developed in recent years. Assignment of the big 
Chicago plant indicates that production may be sub- 
stantial. The plane is designed to carry atomic bombs 
at very high speeds. 


Carrier Corp. has developed a unique cooling and 
air-conditioning system allowing workmen to oper- 
ate amid a concentration of temperatures exceeding 
2,000 degrees F., in the making of fibre glass yarn. 
The installation of the system has been made in a 
plant recently completed by Owens-Corning Fiberglas. 
Principal uses of the glass yarns produced 
there are in the reinforcement of plastics, industrial 
papers and tapes and mechanical rubber products; 
in vinyl- and rubber-coated fabrics, and for other 
purposes. 


The Jersey Central Lines has placed orders for 38 
new diesel-electric locomotives which will increase 
the railroad’s fleet of diesel-electrics to 175 units and 
enable it to handle a very substantial portion of 
passenger and road-freight services by such power. 
When all the new locomotives are in service, 81.4% 


42 


of the railroad’s passenger mileage, 98.3% of its 
freight mileage, and 75.5% of its yard mileage, based 
on current traffic levels, will be handled by diesel- 
electric power. The cost of the new locomotives will 
be about $6 million. They are to be delivered this 
year. 


United Aircraft Corp., through its Hamilton Stand- 
ard Division, together with Bart Laboratories Co., 
Inc. has developed a process for nickel coating of 
aluminum which may find many applications in in- 
dustrial manufacturing. It is stated that the new 
process solves a major problem in the coating of 
aluminum with nickel to give a stress-free, hard, yet 
resilient coating. A synthetic rubber compound de- 
veloped by Hamilton Standard is used to establish 
a bond, previously unattainable, between the alumi- 
num and nickel plate. It is of major importance in 
protecting duralumin propeller blades from the 
pitting and eroding effects of spray thrown up in sea 
landings and takeoffs. Solid duralumin propeller 
blades equipped with the coating alreadv are in serv- 
ice on the Navy’s Martin P5M-1 flying boats and the 
Gruman UF-1 utility amphibians. 


For the first time, the functional characteristics of 
Solex, heat-absorbing, glare-reducing plate glass in- 
troduced by Pittsburgh Plate Glass Co. last Decem- 
ber, have been successfully imparted to a flat drawn 
sheet glass. The new greenish tint heavy flat drawn 
glass product possesses approximately the same heat 
and glare-reducing properties as the 14, inch Solex 
plate glass product. It is expected that the new 
product will find a market in the glazing of public 
buildings, factories, new home construction, offices, 
schools, hotels and numerous other applications 
where the perfection of polished plate glass is not a 
requirement. 


International Harvester Co. has, in a recent exhibi- 
tion, demonstrated what can be done with an effec- 
tive quality control system. A system now in opera- 
tion at 21 of the plants has improved product quality, 
cut basic material requirements, and eliminated $10 
million worth of labor and material losses over a 
four-year period. According to the company, the 
statistical quality control system checks and controls 
three variables in production operations: the opera- 
tor, the machine and the material. Periodic checks of 
production parts tell when one of the variables needs 
correction. The end results of the system are that a 
minimum number of scrap parts are produced, sal- 
vage operations are avoided, and uniform parts are 
produced to close tolerance. 


York Corp. has received a $435,000 order from the 
Consolidated Vultee Aircraft Corp. to air-condition 
two of the latter’s buildings at Pomona, Calif. used 
for the manufacture of guided missiles for the United 
States Navy. The air-conditioning systems, totalling 
about 4,700 horsepower will be used in machinery to 
dissipate the heat load of the machinery engaged in 
the manufacture of guided missiles so that tempera- 
tures from 75 to 80 degrees F. can be maintained. 


Improvements to the properties of the Missouri 
Pacifie Lines in 1952 will cost a little over $7.1 mil- 
lion. Principal improvements include modernization 
of switching yards, additions to block signal systems, 
renewal of bridges and improvements to existing 
equipment. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 
4. 


addressed envelope. 


No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Ekco Products Company 
“Please furnish information on recent 
operations of Ekco Products. Am par- 
ticularly interested in net income, work- 
ing capital ratio and outlook over com- 
ing months.” 
R. C., Pittsburgh, Pa. 


Sales of Ekco Products Com- 


pany, manufacturer of house- 
wares, totalled $35,221,419 in 


1951, exclusive of its British sub- 
sidiary. Sales in 1950 were $31,- 
552,918. 

Because of a sharp increase in 
taxes, net income decreased 
slightly to $2,751,575, or $3.13 
per share of common stock, com- 
pared with $2,885,688, or $3.30 
per share in 1950. Provision for 
Federal normal and excess profits 


taxes totalled $3,000,000, com- 
pared with $2,225,000 a year 


earlier. Foreign income taxes are 
set at $171,500, compared with 
$85,788 a year earlier. 

Ekco’s British subsidiary, Plat- 
ers & Stampers, Ltd. showed an 
increase in sales of about 50% 
and reported income after taxes 
of $918,477, about two and one 
half times the 1950 figure of 
$369,649. Ekco’s share of these 
earnings in 1951 were $633,303, 
compared with $256,590 in 1950, 
and the American company re- 
ceipts from dividends, service fees 
and royalties $458,447. 

Dividends on the common stock 
of Ekco totalled $1.40 per share 
in 1951, up from $1.20 in 1950. 
Net worth stood at $19,436,095 at 
December 31, 1951, as compared 
with $17,745,295 a vear earlier. 
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Working capital ratio was up to 
2.9 to 1 from 2.8 to 1 in 1950. 

Ekco completed five major plant 
additions during the year, includ- 
ing building in Chicago and Mas- 
sillon, Ohio, to be used in produc- 
ing for the defense program. 

Aside from the international 
uncertainties and the condition 
created by the coming election, 
other factors indicate that the 
company can anticipate a most 
satisfactory year. 

For 64 years the company has 
enjoyed a record of profitable op- 
erations and as its products are 
basically low-priced household 
staples, operations should con- 
tinue satisfactory over coming 
months. 


Allegheny Ludlum Steel 

“T have been a subscriber to your 
valued publication for five years and 
have recently renewed for another year. 
I would appreciate receiving compara- 
tive earnings of Allegheny Ludlum Steel 
for the past two years and also dividend 
payments.” 


C.L., Decatur, Illionis 


Allegheny Ludlum Steel Corpo- 
ration reported an all-time record 
high volume of business in 1951 
totalling $229,090,224 and sur- 
passing sales and revenues of 
$177,961,693 in 1950 by more than 
$51 million. Despite radically in- 
creased taxes and rising labor and 
other production costs, net earn- 
ings in 1951 amounted to $8,834,- 
140, equivalent to $5.40 per share 
on the 1,627,169 outstanding 
shares of common stock. Net earn- 






ings in 1950 amounted to $9,814,- 
891, equal to $7.07 per share on 
the 1,320,651 shares of common 
stock then outstanding. 

The decrease in 1951 earnings 
to a major degree is attributed di- 
rectly to the increase in Federal, 
state and local taxes. Taxes in 
1951, amounting to $22,218,340, 
were almost twice the 1950 assess- 
ment of $11,698,189. Increased 
taxes because of the Federal Rev- 
enue Act of 1951 are estimated to 
have reduced earnings by $1.52 
per share. 

Earnings were also affected by 
rising costs. Prices of all materi- 
als, services and supplies rose sub- 
stantialy during the year as did 
labor costs. The slight price in- 
creases permitted by OPS during 
the year were not sufficient to off- 
set these rising costs. 

Demand for company’s prod- 
ucts was generally strong through- 
out the year. Plants managed to 
operate at capacity levels in spite 
of raw material shortages. Nu- 
merous installations in the com- 
pany’s improvement program 
were completed during 1951, in- 
creasing finishing capacity and 
providing greater employment. 

An investment of $22 million 
was made during the year in new 
plant and equipment and addi- 
tional commitments for installa- 
tions costing approximately $10 
million were outstanding at the 
end of the vear. 

Dividends including extra to- 
talled $2.50 a share in 1951 and 
50 cents was paid in the first 
quarter of 1952. 


North American Aviation 

“As the F-86 Sabre jet fighter is our 
best answer to the Russian type jet 
fighters in Korea, and this plane is 
manufactured by North American Avi- 
ation, I would be interested in receiving 
late earnings of this company, dividend 
payments and also new projects devel- 
oped by the company’s Research De- 
partjnent particularly in the atomie en- 
ergy and guided missiles fields.” 


E. B., Rutland, Vermont 


North American Aviation, Ine. 
net sales and other income for the 
1951 fiscal year, which ended Sep- 
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tember 30, amounted to $179,448,- 
376, as compared to $143,268,418 
during the 1950 fiscal year. Net 
income before federal taxes on in- 
come was $15,221,612 as com- 
pared with $13,636,255 in the pre- 
vious fiscal year. However, net in- 
come after federal taxes on in- 
come dropped from $2.35 a share 
in 1950 to $1.87 a share in 1951. 
The total amount of income after 
taxes and all other charges was 
$6,421,612 in 1951 and $8,086,255 
in 1950. Federal taxes on income 
amounted to $2.56 a share. 

North American had $441 mil- 
lion in orders under negotiation in 
addition to a backlog of $551 mil- 
lion in firm orders on September 
30, 1951. 

Dividends paid during the 1951 
fiscal year amounted to $1.25 a 
share on the 3,435,033 shares of 
capital stock outstanding. 

Additions to facilities and 
equipment, coupled with acquisi- 
tion of land, buildings and equip- 
ment previously under lease re- 
sulted in gross capital expendi- 
tures during the 1951 fiscal year 
of $8,673,623. Total floor area in 
all plants increased from 4,067,- 
000 to 7,160,000 square feet dur- 
ing the fiscal year. 

Deliveries of airplanes during 
the year consisted principally of 
F-86 Sabre jet fighters, 7-28 
Trainers, AJ Savage carrier-base 
bombers and parts for these ana 
previous models. 


North American Atomic En- 
ergy Research Department com- 
pleted the design for a practical 
low-power reactor for non-mili- 
tary use during the year. Contin- 
ued progress was made on proj- 
ects being conducted by the com- 
pany aerophysics and electro-me- 
chanical department in the field of 
guided missiles and electronics. 


Mesta Machine Company 


“As the demand for steel mill equip- 
ment and heavy industrial machinery in 
our defense program appears good, I 
am interested in knowing what recent 
operations of Mesta Machine Company 
were, the company’s financial position 
and prospects over coming months.” 


A. Z., Sante Fe, New Mexico 


Mesta Machine Company for 
the year ended December 31, 1951 
earned $3,808,194, equal to $3.81 
a share on the one million shares 
of common stock outstanding. 
This compares with net income in 
1950 of $5,600,524 or $5.60 per 
share. 

The reduction in net income last 
year was due principally to a 
$640,000 increase in income taxes, 
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an item of non-recurring income 
of $481,997 in the year 1950 anda 
decrease in profit from operations 
of $500,565 caused by higher labor 
costs and increased social benefits. 
Income taxes for 1951 amounted 
to $5,920,000 which included 
$780,000 federal excess profit 
taxes. 

Uncompleted business on the 
company’s books at the end of the 
year amounted to approximately 
$59,500,000, highest in the com- 
pany’s peace-time history and 
about $6,500,000 over the previ- 
ous peak volume at the end of 
1950. This record volume of work 
on hand has been augmented by 
contracts received since the end 
of the year. With the large vol- 
ume of business presently in the 
making, full capacity operation 
seems to be assured for the com- 
ing months. 

Net capital expenditures for the 
year amounted to $816,999. The 
additional equipment, provided 
for by appropriation amounting 
to $930,000 made the previous 
year, has been practically com- 
pleted and is now in operation. 

Total current assets at Decem- 
ber 31, 1951 were $18,962,139 
and current liabilities $5,802,204. 
Earned surplus amounted to $18,- 
137,387 compared with $17,787,- 
160 at the end of 1950. 

Dividends including extras to- 
talled $3.50 a share in 1951 and 
6214 cents quarterly has been paid 


— 


thus far in the current year. 


Associates Investment Company 


“What are the principal financing 
operations of Associates Investment 
Company, Inc.? Please also report re- 
cent operations and prospects and also 
dividend disbursements.” 


C. L., Yonkers, N. Y. 


Associates Investment Com- 
pany’s business is principally in 
automobile financing, with sub- 
sidiary insurance operations. Re- 
tail motor vehicle installment re- 
ceivables are purchased on a dis- 
count basis from automobile deal- 
ers through 117 branches in key 
cities east of the Rocky Moun- 
tains. Automobile dealers are ac- 
corded wholesale advances to fa- 
cilitate factory purchases of new 
vehicles. During the year just con- 
cluded, Associates made possible 
the purchase and sale of more 
than a half-million automobiles 
and other motor vehicles. 

Consolidated net income of As- 
sociates Investment Company for 
1951 amounted to $11,630,511 af- 
ter taxes and represented a gain 
of $763,664 over the preceding 


year’s $10,866,847. After pre- 
ferred stock dividend require- 
ments, the earnings rose to $10.76 
per common share from $10.29 in 
1950. 

The provision for federal in- 
come taxes in 1951 were $12 mil- 
lion, a greater sum than the con- 
solidated net income after pay- 
ment of federal taxes. 

Total receivables outstanding at 
December 31, 1951 were $373.- 
400,467, as against $334,249,679 
on the same date in 1950. Retail 
motor vehicle installment receiv- 
ables outstanding at the year’s 
end were $274,104,380, up 5.46“ 
over outstandings a year before 
and contrasting with a slight de- 
cline in automobile receivables na- 
tionally. 

It is anticipated that fewer new 
automobiles will be produced in 
the first six months of 1952 than 
in the same period a year ago. 
However, a sufficient quantity of 
new and used cars will be avail- 
able to meet reasonable demand 
unless further cut-backs or panic 
buying develops. 

Prospects over coming months 
appear satisfactory. 

Dividends including extra _ to- 
talled $4.50 a share in 1951 and 
regular quarterly rate of $1.00 per 
share was paid in the first quarter 
of the current year. 

Book value per share as of De- 
cember 31, 1951 was $52.65. 


Thatcher Glass Manufacturing 
Company 
“Please furnish data as to recent net 
income of Thatcher Glass Manufactur- 
ing Company, working capital position 
and what products does the recently 
merged McKee Glass Company produce? 
C. S., San Antonio, Texas 


Thatcher Glass Manufacturing 
Company, Inc., a leading producer 
of glass containers, in 1951 estab- 
lished sales and pretax earnings 
in new high ground, and recorded 
a gain in net income after both 
normal and extraordinary 
charges. Sales for the year were 
$23,064,944, 22.4% above the 
$18,842,272 volume for 1950. 
Shipments increased 9.4% com- 
pared with 6.31% for the indus- 
try as a whole. Net income after 
both normal and extraordinary 
charges as well as federal income 
and excess profit taxes were $1,- 
097,365. This is equal after pref- 
erence dividend requirements, to 
$1.99 per share on 420,303 shares 
of common stock outstanding on 
December 31, 1951. It compares 
with net income of $972,605, or 
$1.66 per common share basis in 
1950. (Please turn to page 54) 
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diversification 
of electronic 


Miracles 


Known for its leadership in the field of radios and 
television . . . Motorola has an equally exciting 
history in the production and perfection of highly 
technical electronic systems for civilian and military 
use. Microwave... radar... projectile control... 
Handie Talkie*. . . multiple communications systems 
... two-way FM mobile radio . . . all these highly 
efficient advances in electronic science owe a 

great part of their success to Motorola’s 


diversified electronic engineering. 





1952 












4545 Augusta Blvd., Chicago 51, Illinois 
Beginning 24th Year of Leadership —in Electronics Exclusively ! 


*T. M. Reg. 








A Timely Appraisal of 
The Liquor Companies 





(Continued from page 30) 


National] Distillers reported rec- 
ord sales for 1951 of $466.9 mil- 
lion, but net profit declined some 
10 per cent to about $25 million 
from $27.2 million in 1950. This 
was equivalent to $2.86 a share on 
the outstanding 8.5 million shares, 
compared with $3.45 a share on 
about 7.9 million shares outstand- 
ing at the end of 1950. Results for 
1951 included operations of U. 8S. 
Industria] for the last five months. 
Had the merger been effective 
from the beginning of the year, it 
is estimated that earnings might 
have been enlarged by 25 to 30 
cents a share on the present cap- 
italization. Such a showing holds 
out promise for maintenance of 
the $2 annual dividend. 

Schenley Industries also has 
sought diversification in lines 
other than distilled spirits. Its 
other activities have included 
beer, wines and pharmaceuticals. 
Interest in drugs evolved through 
fermentation processes tied in 
closely with distilling operations. 
Considerable progress has been 
reported in production of anti- 
biotics. A fairly substantial sales 
volume has been developed in 
wines, and Schenley has become 
one of the major factors in this 
industry. Acquisition of a Mil- 
waukee brewery several years ago 
paved the way for another type of 
diversification. National distribu- 
tion of Blatz beer is being pro- 
moted. 

Postwar earnings have ranged 
well above dividend requirements 
and have enabled the management 
to round out its expansion pro- 
gram and to modernize distillery 
operations. Net profit for the fiscal 
year ended August 31 dropped to 
$5.10 a share from $8.47 in the 
1950 year. Earnings continued to 
decline in the current year with 
net for the first three months at 
$1.82 a share, compared with 
$1.60 a year earlier. For the six 
months ended February, it is esti- 
mated that net profit may have ap- 
proximated $3 a share, against 
$3.98 in the same period last year. 
Indications point to continuance 
of the $2 annual dividend. 

Aggressive merchandising poli- 
cies have enabled Distillers Corp.- 
Seagrams to strengthen its com- 
petitive position at the expense of 
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other major distillers. The com- 
pany steadily has boosted distri- 
bution of its major brands. Des- 
pite a trend toward straight whis- 
kies since the war in reversing 
the experience when aged spirits 
were scarce, Distillers-Seagrams 
has been able to hold a high rank 
with its blends. Net profit was 
well maintained last year at $4.93 
a share for the fiscal year ended 
July 31, against $4.77 in 1950, but 
this was due in part to scare buy- 
ing following the Korean incident. 
Results in the current year may 
drop to around the levels of 1949, 
when earnings came to $3.96 
a share. Dividend distributions 
have been liberalized modestly. 
The current regular rate is $1.20 
annually plus occasional year-end 
extra distributions. 


Walker Trend Down 


Lower earnings are in prospect 
for Hiram Walker-Gooderham & 
Worts, another major factor in 
distilling. Factors already dis- 
cussed have been reflected in re- 
duced sales. Although a more sat- 
isfactory comparsion with 1951 
should be manifested in the sec- 
ond half of the fiscal year, it 
seems doubtful that volume for 
the twelve months ended August 
31 can reach the 1951 total. Net 
profit last year dipped slightly 
from the previous high record of 
$9.68 a share for 1950, but the re- 
duced showing of $7.23 a share 
still was well above prewar ex- 
perience and afforded wide cover- 
age for the dividend of $4 a share 
paid in the calendar year. Divi- 
dends are being paid currently at 
an indicated 75-cent quarterly 
rate, suggesting $3 a share an- 
nually plus year-end extras if 
deemed warranted. 

American Distilling experienced 
a relatively good year in 1951 
with an increase in sales of about 
19 per cent at $69.1 million, which 
exceeded the previous peak in 
1943. Net profit for the fiscal year 
ended September 30 came to $5.22 
a share, against $4.71 in 1950. The 
record earnings of 1946 amounted 
to $11.70 a share. In the first 
quarter of the new year earnings 
sagged slightly to $1.08 a share 
from $1.68 a year earlier, and for 
the first six months just ended it 
is estimated earnings may have 
approximated $2 a share, com- 
pared with $3.18 in the corre- 
sponding months a year earlier. 
Dividends seem likely to be main- 
tained at the regular $2 annual 
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rate which has prevailed since 
1947. 

Net income of Brown-Forman 
Distillers for the fiscal year end- 
ing April 30 is expected to reflect 
a sharp contraction in sales and 
narrowing profit margins. Earn- 
ings for the six months ended Oc- 
tober declined to 75 cents a share 
from $2.83 a year earlier, suggest- 
ing that full year’s results may be 
well below the $4.71 a share of 
1951 (adjusted for the 50 per cent 
stock dividend paid in 1951). 





Changed Outlook for 
Television and Electronics 





(Continued from page 25) 


vear showed $8.29). Debt is mod- 
erate and the dividend payout has 
been conservative. The company 
has a leading position in automo- 
bile and in two-way communica- 
tion systems. 

Philco has also shown a tre- 
mendous growth in sales reaching 
$335 million in 1950 and $305 
million in 1951 compared with 
only $30 million in 1938. Share 
earnings held up reasonably well 
last year, dipping to $3.35 com- 
pared with $4.29 in 1950 and 
$1.41 in 1949. The company is one 
of the biggest makers of radio 
sets, and also has a strong posi- 
tion in the TV field. It also makes 
various electric appliances. 

Radio Corp. (RCA) is. the 
leader in the electronic field, with 
gross operating income of $584 
million in 1950, and $597 million 
in 1951. (It was one of the few 
companies to show a gain last 
year.) The stock has now “lived 
down” its market shenanigans of 
1929, and is achieving a well-de- 
served position as one of the big 
industrial issues. While share 
earnings of $2.02 in 1951 dropped 
about one-third from the previous 
year, the outlook this year seems 
rather favorable because of 
sharply rising military shipments. 
While the company has $100 mil- 
lion notes payable, and about $90 
million preferred stock, working 
capital is considered adequate. 

Raytheon Mfg. has had quite an 
erratic record. During World War 
II sales increased from $4 million 
to $173 million, and the stock sky- 
rocketed from one-eighth in 1940 
to 30 in 1945, dropping to 41% in 
1949. Over the past two years it 
has been less volatile. Share earn- 
ings seem unlikely to recover to 
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receivables (net) .. . 068,15 8, nae : 
tre- Properties, plant and Capital surplus... . . —Q-— Shapeahigian 
hing equipment (net)... . 780,686,100 704,723,265 Earned surplus .... . 424,815,861 541,506,922 
5305 Other secets 6 ides ie) 12,141,481 —_—:11,536, 398 
with ToTaLt ASSETS. . . $1,511,618,9 908 $1.3 344,357,584 ToraL LiaBiLities . $1,511.618.908 $1,344,357,584 
hare on — ae >t rn 
well 
om- 
and CONSOLIDATED INCOME STATEMENT 
one 1951 1950 
adio ——_ ws 
0Si- Net sales and other revenues . . . . . . . «. . « «© ~ $1,448,011,883 $1,157,150,921 
akes Expenses: 
Costs of sales, operating and general expenses . . . . $1,046,627,460 S 847,593,863 
Provision for plant exhaustion 
the (including dry holes and ee wildcat wells) . 137,018,065 109,655,657 
vith Interest . . . a 5,039,739 5,238,575 
584 Employees pension, savings and incentive plans » + + 20,174,151 20,065,130 
lion Total expenses . . . . . . . . . « « « $1,208,859,415 $ 982,553,225 
few Income before income taxes and special credit. . . . . . $ 239,152,468 S$ 174,597,696 
last Provision for income taxes . . «. «© « «© - ee ee + ~ 103,958,058 64,796,761 alee 
ived INcoME Before SPECIAL CREDIT . . . . . . $ 135,194,410 $ 109,800,935 GULF OIL CORPORATION 
s of Spected cred (netclta) . 2 6 1 tt th ts 4,876,522 __1,338,670 
-de- Ner Income... 2. «1. «+ « $ 140,070,992 $ 111,139,605 
big perenne renee ~— ween renner 
1are A limited number of copies of 
yped OPERATING HIGHLIGHTS Gulf's 1951 Annual Report are 
lous 1951 1950 available upon request to P. O. 
ems — ae Box 1166, Pittsburgh 30, Pa. 
of Net crude oil produced—Total barrels . . . 2. 2. 2. we 231,168,000 177,691,000 
nts Daily average barrels . «. 6 6 se ek ee ee 633,337 486,824 
Sere Crude oil processed at refineries—Total barrels. . . . . . 182,847,000 171,999,000 
mil- Daily average barrels . . ee SC Re Saas 500,951 471,230 
$90 Refined products sold—Total barrels . . . . . ... . 191,026,000 172,615,000 
cing’ Daily GVOrade DANO . «0G 6 4 se ee ee ees 523,359 472,917 
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Changed Outlook for 
Television and Electronics 





(Continued from page 46) 


the 1943-4 levels, except perhaps 
in the event of all-out war. No 
common cash dividends have been 
paid and none appear likely at 
this time because of V-loan re- 
strictions. 

Sylvania Electric is one of the 
largest makers of radio and TV 
tubes, and is third largest in the 
field of electric bulbs and fluores- 
cent tubes. Earnings and divi- 
dends have reflected growth and 
conservative management, al- 
though working capital appears a 
little on the low side. 

Zenith Radio is one of the larg- 
est radio and TV set producers, 
with a few side-lines such as 
“phonevision” (an experimental 
method of transmitting TV pro- 
grams over telephone’ wires). 
Growth has been rapid though 
perhaps less spectacular than for 
some others. Share earnings 
showed excellent gains in the post- 
war period, and dividends have 
been held to a conservative pay- 
out. The $10.91 reported for 1951 
showed a moderate _ recession 
from the $11.48 of 1950. As one 
of the dynamic leaders in the in- 
dustry, the company should bene- 
fit from future TV growth. 





Multiple-Product Giants 
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try mainly in an attempt to make 
better use of its waste products. 
It is also true, of course, of the 
meat-packing industry, which de- 
rives a very substantial share of 
its revenues from the utilization 
of its many by-products. Armour 
& Co. is a case in point. This has 
not only been one of the most 
important manufacturers § and 
suppliers of meat by-products, but 
has actively entered the pharma- 
ceutical field through the manu- 
facture of ACTH, one of the im- 
portant medical discoveries of our 
time. 

Examples of wide diversifica- 
tion are particularly prevalent 
among our largest companies. 
General Electric, largest manu- 
facturer of heavy electrical equip- 
ment, is also an important factor 
in plastics, construction materials 
and jet motors. Its development of 
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germanium—along with the Bell 
System, Westinghouse, Radio 
Corp. of America, Sylvania and 
Raytheon—may well revolutionize 
the electronics industry, with spe- 
cial application to television. 

The trend toward diversity is 
especially noted in the chemical 
industry. This is due partly to re- 
search and development of new 
products and processes in the field 
of synthetic fibres and plastics, 
and also to the wish on the part 
of manufacturers in specialized 
chemical fields to broaden their 
outlets and thus render them- 
selves less vulnerable. 


Chemicals Attract 


Developments in the chemical] 
industry have attracted a host of 
companies into this field, some of 
them not even remotely connected 
with it. Minnesota Mining & Man- 
ufacturing, the most important 
manufacturer of abrasives, which 
in recent years has been expand- 
ing into many new products, is 
now actively entered in the chemi- 
cal field, using a patented electro- 
chemical process in the manufac- 
ture of fluorochemicals which 
make possible the manufacture of 
new compounds for industrial use. 
Other companies to enter this new 
and promising field are Pennsyl- 
vania Salt and duPont. Through 
Procter & Gamble, the soap in- 
dustry has also entered the chemi- 
cal field. Waste products common 
to the manufacture of soap lend 
themselves to use in chemical 
manufacture, Procter & Gamble 
now makes cellulose pulp, useful 
in plastics, rayons, paints and 
film. 

Glidden Co. offers an excellent 
example of diversification. The 
original paint business of this 
company has now expanded into a 
number of other important prod- 
ucts. Among them are animal 
feeds, food products, soybean 
products, industrial chemicals. It 
has also entered the pharmaceuti- 
cal fields through steroid hor- 
mones and cortisone, the latter 
one of the most important of re- 
cent medical discoveries. 

Schenley, one of the large liquor 
concerns, has expanded into the 
pharmaceutical field, with syn- 
thetic blood plasma, one of the 
most important of its drug items. 
Through its link-up with Bayer it 
is now licensed to produce many 
important medical products. Its 
production of penicillin and strep- 
tomycin is an increasingly impor- 
tant part of its pharmaceutical 
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operations. 

An interesting example of di- 
versification into several of the 
chemical branches is United Mer- 
chants & Manufacturers which, 
essentially in the retail clothing 
business, is also engaged in the 
manufacture of textiles from syn- 
thetic and glass fibres, in addition 
to the basic cotton, wool and silk. 
It is also interested in plastic film. 

American Viscose is one of the 
prime developers of new products 
from cellulose wood pulp, and its 
research activities are on a very 
large scale. Its research of syn- 
thetic fibres is conducted with 
Monsanto Chemical, through the 
jointly-owned Chemstrand Corp. 
One of the most important devel- 
opments arising from this com- 
bination has been the new syn- 
thetic fibre “Acrilan”. This may 
be used in blends with wool or 
rayon and will be important in 
many new products. American 
Viscose is also an important fac- 
tor in the manufacture of cello- 
phane. Its rayon, acetate and 
other synthetic fibre production 
forms an increasing source of 
revenues. 


Atom Power Plant 


One cannot leave the subject of 
industrial diversification in the 
United States without mentioning 
the important effect that atomic 
energy is having on the extension 
of corporate activities into new 
industrial fields. Westinghouse 
Electric is prominent in these ac- 
tivities, with progress being made 
in the development of an atomic 
power plant to propel submarines. 
Recently the U. S. government 
gave Electric Boat a contract to 
build a submarine with a Westing- 
house atomic power plant. The 
company is also working on stud- 
ies to determine the potentiality 
of atomic power application to 
industrial uses. General Electric, 
with its hundreds of products, is 
also an important factor in help- 
ing to develop atomic energy and 
has a contract with the govern- 
ment to operate the Hanford 
Wash., plutonium plant and the 
Knolls atomic laboratory at Sche- 
nectady, N. Y. Union Carbide is 
another of the giant corporations 
which has extended its operations 
into the field of atomic energy and 
holds a U.S. contract for the op- 
eration of the new uranium-235 
production plant at Paducah, Ky. 
It also operates the Oak Ridge 
plant. A new and important Un- 

(Please turn to page 50) 
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1951- ANOTHER RECORD YEAR 
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is The Beneficial through times of temporary finan 


cial stress is the business of the Bene- 
ficial Loan System. 


Loan System in 1951 extended more 
financial assistance to families than 
ever before, by making 1,453,490 
small loans totaling $430,760,725. 
These loans, averaging $297, were 
used mainly to pay off pre-existing 
debts—not for the production or dis- 
tribution of goods—and_ therefore 
had little if any inflationary effect. 


1951 net earnings of Beneficial 
Loan Corporation and subsidiaries 
amounted to $12,479,331, setting the 
seventh consecutive yearly record, 
compared with $9,967,255 for the 
previous year. After payment of 












































equivalent to $3.80 per share on 
3,222,293 shares of Common Stock 
outstanding December 31, 1951, 
compared with $3.08 per share on 
3,091,364 shares outstanding at the 
end of 1950. Cash dividends of $2.00 
per common share were paid in 
1951, as against $1.75 per share in 
1950. In addition, a 5 per cent Com- 
mon Stock Dividend was declared 
































Keeping the family in business dividends on Preferred Stock, this is Dec. 3, 1951 and paid Jan. 31, 1952. 
BENEFICIAL LOAN CORPORATION AND SUBSIDIARIES _During the year Instalment 
| AMOUNT OF YEAR-END | CONSOLIDATED | PERCOMMON SHARE | OUTSTANDING Notes Receivable increased by 
YEAR LOANS MADE __NOTES OUTSTANDING NET INCOME | EARNINGS | CASH DIVS. | COMMON SHARES | $42,987,319 and at the year- 
1930 $ 66,012,556 $ 38,706,865 $5,331,294 $ 2.32 $1.50, 2,014,300 | end exceeded a quarter of a 
1935 78,948,881 52,952,489 | 5,574,292 2.21 1.50 | 2,173,394 billion dollars. These notes 
1940 141,488,729 «77,730,631 | 6,431,382 | 2.61 =—-1.85 2,314,989 | "presented 1,118,151 accounts 
1945 141,839,884 69,244,134 4,589,307, 2.11 ~—«'1.20 | 2,000,000 | with an average unpaid bal- 
1946 180,882,354 104,894,284 5,563,343 2.25 1.50 | 2,383,100 ance of $224. Growth in total 
1947 203,995,077. | -:118,092,186 | 6,431,432 2.56 1.50 | 2,383,100 | assets was $49,935,997. Capital 
1948 229,041,935 134,503,123 8,012,503 3.14 1.65a) 2,383,100 Stock and Surplus increased 
1949 261,077,869 151,189,179 | 8,264,030 2.76 1.50b 2,728,208 by $6,535,002 to a total of 
1950 316,390,109 | 207,494,743 | 9,967,255 3.08 1.75 3,091,364 $81,173,145. 
1951 430,760,725 250,482,062 | 12,479,331 | 3.80 2.00< 3,222,293 a a a 
Plus dividend declared in Common Stock of Continental Motor Coach Lines, Inc., paid in 1949. Cee vl .: " 
b Plus dividends a 12%4 per ae pi Stock of Company. In¢ reased by 87 during the 
¢ Plus dividend of 5 per cent in Common Stock of Company declared in 1951 and paid in 1952. year and now totals 713—with 
Years 1945 through 1948 include operations of motor carrier subsidiaries disposed of in latter year. one, . aes 
652 located in the United 
CONDENSED CONSOLIDATED BALANCE SHEET, DECEMBER 31, 1951 States and 61 in Canada. Of 
inthe | Liabilities these, 575 offices use the name 
Cash $ 28,786,532 | Loans Payable $ — Personal Finance Company 
| Not | Federal Income Taxes 9,304,758 ; —s ee 
Insta anette anita hens Woven 4,116,488 and 90 use Commonwealth 
Less—Reserve Employees’ Thrift Accounts ___ 6,850,215 Loan Company. 
for Losses 13,186,978 237,295,084 Total Current Liabilities $ 67,104,361 
Peale Wee Long Term Debt 119,878,000 
Accounts Receivable ioe 66,1 39 | Deferred Income, Etc. 4,021,284 ; ? 
Total Current Assets $266,247,755 | Minority Interests 4,027,025 A copy of the Company’s com- 
OtherAssetsand Deferred Charges —_—-9,956,060 | Capital Stock and Surplus __ 81,173,145 plete Annual Report for 1951 
TOTAL $276,203,815 | TOTAL $276,203,815 will be furnished upon request. 
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Multiple-Product Giants 
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ion Carbide development is its 
production of ferro-alloys from 
electric furnaces. 

While diversification is an old 
story in American industry, its 
rapid development in recent years, 
it must be admitted, has been 
aided by a favorable economic 
climate. Demand for products is 
on an enormous scale, speaking 
generally, and thus far corpora- 
tions that have added to their 
lines have not had much difficulty 
in matching sales to volume of 
production. Naturally, the defense 
program has had a good deal to 
do with this outcome. However, 
diversification on the present 
scale, at least, has not as vet been 
tested. In the event of a defla- 
tionary period, it is quite possible 
that many companies will wish 
that they had not expanded so 
rapidly and had not added so 
many new products. 

Competition, under such condi- 
tions, is bound to create many 
problems, especially with those 
new products with which manage- 
ments are not yet quite as familiar 
as they are with their basic prod- 
ucts. There is no doubt that diver- 
sification widens the base of earn- 
ings and tends to level out swings 
in business and, hence, is bene- 
ficial from the longer-range stand- 
point. This is particularly true 
where there has been successful 
integration of new products into 
the corporation’s business. This 
longer-range advantage, however, 
does not preclude the possibility 
that over-diversification, in a time 
of stress, might have in itself a 
considerable and adverse effect on 
earnings. From the _ investor’s 
viewpoint, it is worth noting that 
in the past the most successful 
results of diversification were ob- 
tained by the large and financially 
strong companies. Not only is the 
distribution of risk carefully 
planned in such instances, but 
their great financial strength of- 
fers insurance against undue loss 
in less active business conditions. 

Moreover, when _ distribution 
problems come to the fore, the 
greater number of executives give 
the larger company more room in 
which to shift managers into new 
divisions until someone is found to 
fill the unfamiliar requirements. 
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Can New British Budget 
Measures Restore Confidence 
in Sterling? 





(Continued from page 21) 


in the exports of which Britain 
was able to chalk up considerable 
postwar gains. 


Finally Britain appealed for 
$600 million aid to sustain her re- 
armament effort. Upon the testi- 
mony of the Mutual Security Di- 
rector, Mr. W. Averell Harriman, 
that Britain was already produc- 
ing more military equipment than 
all other European signatories of 
the North Atlantic Treaty com- 
bined, she was granted $300 mil- 
lion in January from the mutual 
security funds. 

To offset the inflationary effect 
of reduced imports and increased 
armament expenditures, the 
Chancellor relies chiefly on the 
Bank rate and budget strategy. By 
raising the official discount rate 
first from 2 to 214 per cent and 
again from 214 to 4 per cent, and 
by enforcing stiffer conditions on 
lending, the Chancellor hopes for 
a marked reduction in civilian in- 
vestment, particularly in plant, 
machinery and inventories. The 
Bank rate and selective lending 
are not only expected to induce 
individuals and corporation to 
keep more strictly within their 
means, but as Barclays Bank Re- 
view puts it, “to shift resources, 
material and human, to those sec- 
tors of industry where they are 
most urgently needed, particularly 
in production for defense and ex- 
port.” 

To make sure that the ordinary 
civilian consumer at home has no 
more purchasing power than last 
year, the Chancellor budgeted for 
a surplus (in ordinary budget) of 
£511 million. To restore flexibility 
of price system and to inject some 
realism into the national pattern 
of consumption, the food subsidies 
were reduced by nearly 40 per 
cent from £410 million to £250 
million. This will make the ra- 
tioned food about 21 cents a week 
dearer per head. However, almost 
half of the amount saved by the 
subsidies is to be handed back to 
those most in need in the form of 
higher tax exemptions and by in- 
creasing family allowances, na- 
tional assistance grants, and old 
age pensions. The income tax on 
overtime earnings is to be reduced 
in order “to encourage people 


when they put in longer hours 
overtime or earn more by hard 
work.” 

Former rates of corporation 
taxes were reduced, both for dis- 
tributed and undistributed profits, 
but a new excess profit levy will 
be charged at the rate of 30 per 
cent of profits above the average 
of the years 1947-49. There are 
various provisions to reduce the 
rate where the formula would 
bear unduly hard on the indivi- 
dual company. Other budget 
changes include the increase in 
gasoline tax, the extension of pur- 
chase tax to utility clothing, and 
a number of other minor changes. 


Wage Pressure Predicted 


A number of criticisms have 
been advanced against the budget. 
One is that the increase in the cost 
of living may result in pressure 
for higher wages, particularly 
where wage rates are tied to the 
cost of living index, as in steel and 
building industries. The London 
economist féels that the food sub- 
sidies should have been done away 
with entirely and that the surplus 
“above the line” should have been 
reinforced by another £200 to 
£300 million and, that Mr. Butler 

“underrated the volume of re- 
sources that will have to be 
shifted if the defense and ex- 
port objectives are to be at- 
tained.... He seems to have 
exaggerated the extent to 
which imports can be cut 
without reacting adversely on 
exports. He has put prospec- 
tive gain from invisible ex- 
ports too high. He has taken 
a sanguine view of the prob- 
able increase in the total out- 
put of the country. Like Mr. 
Gaitskell a year ago, he is re- 
lying heavily on rising prices 
to limit consumption and al- 
lowing very little for the con- 
trary effect of rising wage 
rates.” 

Time will show whether the 
Conservative Chancellor of the 
Exchequer has taken a too opti- 
mistic view of the British situa- 
tion, as did his Socialists preces- 
sors. he fact is, to quote what an- 
other British economist, Roy Har- 
rod, said some two years ago, 
“that the advantages of continu- 
ing incovertibility are running 
out, while advantages of reestab- 
lishing convertibility even with 
continued stringent controls on 
trade are immense.” Despite the 
uncertain outlook for Britain 

(Please turn to page 52) 
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a rei Reports the Highlights of 1951 


PROGRESS 








NET INCOME 

Net income was $38,123,000, ex- 
ceeded only in 1936 and 1941. It was 
equal to $4.80 a common share, com- 
pared with $4.25 a share in 1950. 


REVENUES 

Coal and coke produced all-time 
high revenues of $196 million, due 
largely to abnormal export of coal 
to Europe. 








The C&O among U. S. railroads: 


o First g bituminous 
coal carriers 





e Second in number 
of shareholders 


e Fourth in railroad cars 
handled 
end, although only tenth in total revenues, 
e Fourth in net income earned 


TRANSPORTATION PROPERTY 


Expenditures for new equipment 
and roadway improvements 


mo 


amounted to $73 million. 


TAXATION 


A further increase in tax rates 
brought the year’s total tax bill to 
$62 million. $3 was paid in taxes for 
every $1 paid Chesapeake and Ohio 


shareholders. 





Merchandise traffic accounted for 
42 per cent of total freight revenues. aeenare 
At $145 million these revenues were 
$11.4 million above 1950 and $9.6 million above the 1948 
record year. 

One hundred and four additional diversified indus- 
tries, at a plant-building cost of $100 million, located on 
C&O lines. These plants will give CkO revenues of about 
$4 million annually. 


OPERATIONS 


Control of expenses: despite inflated costs, the operating 
ratio of 71.0 per cent was the best in seven years, with the 
exception of 1950's 69.4 per cent. 

Operating efficiency set new high records, reflecting 
better planning, selective dieselization, work simplifica- 
tion and installation of labor-saving devices. 


CHAIRMAN 


FINANCING 

Funded debt, reduced to $234 mil- 
lion, had no substantial maturities due before 1973. Net 
cost of interest charges, after taxes, on all debt, including 
equipment obligations, was only 1.5 per cent of revenues. 
This was less than one-half what C&O net interest cost 
was ten years ago. 


CASH POSITION AND DIVIDENDS 


Your company’s financial position continued strong. 
Payments to shareholders were increased following re- 
covery from the unprecedented coal strikes of 1949, when 
the mines operated only 170 days. A dividend of 75 cents 
was declared for the final 1951 quarter and also for the 
first quarter of 1952. 


BOARD OF DIRECTORS 


Cyrus S. EATON 
Cleveland, Ohio 


HERBERT FITZPATRICK 
Huntington, W. Va. 


JAMEs G. BLAINE 
New York, N. Y. 


RoseErT J. BowMAN 
Detroit, Michigan 


Henry J. GuI_p 
Adams, Mass. 


RoserT J. BULKLEY 
Cleveland, Ohio 


Tuomas J. DEEGAN, JR. 
New York, N. Y. 


ALLAN P. Kirsy 
Morristown, N. J. 


WILLIAM H. Lirscoms 
Leesburg, Va. 


WALTER J. TUOHY 
Cleveland, Ohio 


ANDREW VAN PELT 
Philadelphia, Pa. 


WALTER S. McLucas 
Detroit, Mich. 


Rosert R. YOUNG 
Newport, R. I. 


RoseErtT W. PuRCELL 
New York, N. Y. 


Harry C. THOMPSON 
Minneapolis, Minn. 


These highlights appear in C&0’s 1951 Annual Report. For copy of the complete re- 
port, write Chesapeake and Ohio Railway, 41 6 Terminal Tower, Cleveland 1, Ohio. 


Chesapeake and Ohio Railway 


Terminal Tower, Cleveland 1, Ohio 
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Can New British Budget 
Measures Restore Confidence 
in Sterling? 





(Continued from page 50) 


economy, the prospects for the re- 
establishing of convertibility of 
the pound have perhaps never 
been better since the ill-fated So- 
cialist attempt in the summer of 
1947. 

The re-establishing of converti- 
bility will be an uphill job. It is 
held by some of the best informed 
international opinion that it will 
be a gradual process which may 
begin as soon as some of the mea- 
sures introduced by the Conserva- 
tive Government begin to bite. 
Britain is expected to follow the 
Canadian example and allow the 
rate for certain freed transactions 
to be fixed by commercial demand, 
with some control machinery kept 
so as to prevent a flight of capital. 
The flexible exchange rate did not 
work unsatisfactorily for Britain 
during the ’thirties, and as will 
be remembered, the British have 
never been quite enthusiastic 
about the Bretton Woods imposi- 
tion of fixed parities, except that 
they offered a firm basis during 
the postwar reconstruction era 
and that they were evidently 
made one condition of dollar aid. 
The next important date to look 
for is the middle of May, 1952, 
when a new conference of the 
Commonwealth finance ministers 
takes place in London. 





For Profit and Income 
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would appear prudent to regard 
the improvement in auto stocks as 
a rally, rather than something 
more basic. 


Amerada 


In the first trading session of 
January, less than three months 
ago, Amerada Petroleum closed at 
14714. It subsequently ran up to a 
high of 234, from which it has re- 
ceded to the vicinity of 217 at this 
writing, as a result of bringing in 
some half dozen producing wells 
in the new Williston Basin field in 
North Dakota. The maximum rise 
added about $274,000,000 to the 
company’s total market valuation, 
which will certainly take a lot of 
future Williston Basin oil to jus- 
tify. At the high, the total market 


$2 


valuation was about $738,000,000, 
comparing with conservatively 
stated total assets of materially 
less than $100,000,000. With pro- 
ducing properties in many areas, 
the company’s proved reserves are 
large, but are not officially re- 
vealed. This is a good oil stock, but 
it would seem pretty richly priced 
at the high of 234 or the current 
level of 217. Earnings in 1951 may 
have been moderately more than 
$5 a share, against $4.88 in 1950 
and the previous peak of $7.18 in 
1948. The current yield from the 
present $3 annual dividend is less 
than 1.4%. 


Black Gold 


Since higher operating costs 
caught up with the higher mone- 
tary price for gold offered in 1934, 
gold mining has not been too lucra- 
tive a business. However, McIn- 
tyre Porcupine Mines, long finan- 
cially rich, has fared fairly well in 
gold and better in recent years 
from its investments. The latter 
include 120,000 shares of Ame- 
rada, 44,100 shares of Standard 
Oil of California, and 44,100 
shares of Standard Oil (New Jer- 
sey), in addition to a number of 
non-oil holdings, some of import- 
ance, including 115,000 shares of 
International Nickel. The oil hold- 
ings have indeed turned out to be 
black gold. This explains why the 
stock, on earning power of around 
$3 a share and dividends at an 
annual rate of $3.0114, is priced 
at 783%, close to its recent all- 
time high of 81. Gold stocks have 
long lagged far behind the general 
market, but this one is something 
more than a gold stock. 


Trade 

On a year-to-year comparison, 
department-store sales have ap- 
peared poor for some time because 
comparison has been with the 
periods of late 1950 and early 1951 
when sales were lifted sharply by 
the last of the post-Korea forward 
buying surges on mistaken notions 
of price inflation and shortages of 
consumer goods. On a similar 
reckoning, sales will soon appear 
to improve; for comparison will 
be with the lean second quarter of 
1951. The seasonally adjusted in- 
dex of department store sales 
(1947-1949 = 100) was 115 in the 
first quarter of 1951, 104 in the 
second, 107 in the third and 110 
in the fourth. Of course, the oper- 
ating profits of retailers are de- 
termined by absolute sales volume 
and margins, not by year-to-year 
trade comparisons. Actually, trade 


activity is not significantly out of 
line with disposable real income, 
measured against a 1947-1949 
base; and thus is more normal 
than good or bad. Allowing for a 
better inventory balance and few- 
er markdowns, interim earnings 
of retailers are subject to improve- 
ment over recent sharply reduced 
levels; but full-year profits will do 
well to equal 1951’s, and may be 
a little lower. This does not sug- 
gest any dynamic prospect for 
retail stocks, although they should 
be subject to recoveries, market 
conditions permitting. 





Investment Audit of 
Westinghouse Electric 





(Continued from page 27) 


supplying through the years and 
the things that it will undoubtedly 
develop in time to come. At the 
same time an expansion program 
such as that which has been out- 
lined must be an indication of the 
confidence of Westinghouse man- 
agement which over the years has 
stood out in sharp relief for its 
outstanding ability in every sense. 

The company is in a strong 
financial position. As of December 
31, 1951, the ratio of current as- 
sets to current liabilities stood 
at 3.2 to one. Working capital 
amounted to $455 millions. Cash 
and U. 8S. Government securities, 
not including the $125 millions ac- 
quired for expansion purposes 
and exclusive of the approxi- 
mately $22 millions of appropri- 
ated surplus, stood at $147 mil- 
lions. 

Within the confines of this an- 
alysis of Westinghouse comment 
has been made on the expert in- 
dustrial management guiding the 
affairs of the company. In study- 
ing Westinghouse one cannot just 
look at earnings statements and 
balance sheets. One must also look 
at management, its ingenuity, re- 
sourcefulness, its ability to get 
things done without waste of 
neither money nor time. All of 
these qualities were brought into 
focus during the war years. They 
existed before then and exist now 
but in peace time such qualities 
are hard to discern largely be- 
cause peace times are prosaic 
times. 

Within the structure of West- 
inghouse are scientists and en- 
gineering groups accustomed to 

(Please turn to page 54) 
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performing as a work-team. Their 
work would make a fascinating 
story, a story of the scientists in 
the laboratories finding answers 
to pressing problems—during the 
war time, in almost every in- 
stance, was of the essence — fol- 
lowed by engineering and produc- 
tion developing methods for pro- 
ducing those things — new things 
that Westinghouse never before 
produced—that added to the mili- 
tary might of our country on land, 
on the sea and in the air. But is 
all this germane to what should 
be and is intended to be an analy- 
sis of Westinghouse Electric’s 
business, its earning power and 
outlook. To arrive at an answer to 
that question it must be realized 
that research and engineering 
have been factors of prime im- 
portance in making Westinghouse 
an outstanding member of Amer- 
ica’s great industrial enterprises 
and which, more than ever, with 
the continued advance in the use 
of electronics and use of atom 
power should carry Westinghouse 
to greater heights in its well di- 
versified and essential fields. 


Marketwise, Westinghouse com- 
mon does not appear to offer any 
immediate likelihood of spectacu- 
lar price movements either up or 
down. The stock at prevailing quo- 
tations and dividends on the basis 
of $2 a share annually is selling to 
yield a return of approximately 
5.40 per cent. The essential at- 
tractiveness of the stock appears 
consist of its long-term potential- 
ities. 
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The company’s earnings after 
normal and extraordinary charges 
but before federal income taxes 
were $2,649,948, an increase of 
64.6% over the $1,610,105 earned 
on a similar basis in 1950. Non- 
recurring expenses charged 
against the year’s earnings includ- 
ing expenses involved in starting 
operation of the new Lawrence- 
burg, Indiana plant, totalled 
$340,767. The Lawrenceburg plant 
started production during April 
and contributed to consolidated 
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sales and earnings for only about 
seven months. 

In December the company sold 
for $200,000 its Olean, New York 
plant which was carried on the 
books at $801,347. The loss in- 
curred on the sale reduced by 
$489,583 the company’s income, 
excess profit and franchise tax li- 
ability. 

The merger of McKee Glass 
Company into Thatcher Glass, be- 
came effective as of January 30, 
1952, and the new McKee Division 
should contribute substantially to 
sales and earnings of the consoli- 
dated company. McKee, which 
next year celebrates its centennial 
anniversary is an important pro- 
ducer of pressed glass products, 
including parts for electrical ap- 
pliances, television lenses, refrig- 
erator trays, tableware and 
heat-resistant “Glasbake” and 
“Range-Tec” kitchenware. 

Working capital on December 
31, 1951 was $3,549,226. Current 
assets totalled $5,451,115, includ- 
ing cash of $1,826,789 and inven- 
tory of $2,728,352. Funds ex- 
pended during the year included 
$1,654,382 for plant additions and 
$937,369 for the purchase of the 
company’s convertible preference 
stock incident to the acquisition of 
McKee Glass Company. 

Dividends on the common stock 
in 1951 totalled $1.00 per share 
and 25 cents was paid in the first 
quarter of the current year. 


National Cash Register 

“In keeping with your services via 
‘Answers to Inquiries’ will you please 
furnish information regarding opera- 
tions of National Cash Register Com- 
pany in the past year?” 

. O., Madison, Wisconsin 

Consolidated sales of all prod- 
ucts and services of the National 
Cash Register Company during 
1951 amounted to $211,928,000 a 
24.3% gain over the $170,455,000 
during the previous vear. Despite 
this record volume of sales, the 
company reported a 3.8% drop in 
net income, largely as a result of 
a 78% jump in income and excess 
profits tax. 

Net income amounted to $11,- 
703,000, or $5.94 per share on 1,- 
969,807 shares outstanding, as 
compared with $12,143,000, or 
$6.17 per share in 1950. Earnings 
before taxes amount to $39,994,- 
000 as compared with $28,089,000 
the year previous, while income 
and excess profits taxes, on the 
other hand, rose to $23,918,000 in 
1951 from $13,435,000. 


The sales total for 1951 marked 


the first time in the company’s 67- 
year history in which sales ex- 
ceeded $200,000,000. Of these 
sales, $67,922,000 were outside 
the United States, a 45.8% in- 
crease over the $46,577,000 in 
overseas sales the year previous. 

Demand for all three types of 
the company’s products—cash reg- 
isters, accounting machines and 
adding machines—continues at an 
increasing rate. 

The company’s products are 
sold in 92 countries throughout 
the world and are manufactured 
or assembled in a number of coun- 
tries outside the United States. 
Despite the many problems in- 
volved in foreign trade and almost 
constantly changing conditions, 
overseas operations have consist- 
ently shown a satisfactory return 
on the investment over a period of 
years. 

In 1952, more of the company’s 
manufacturing facilities will be 
devoted to defense work than dur- 
ing the past year. While defense 
production will contribute its 
share to income, billings will not 
commence until the second half of 
1952. The increased income tax 
rates will also adversely affect 
earnings. Because of these factors, 
it is reasonable to expect earnings 
in 1952 to be at a somewhat lower 
level than in 1951. 

The application of electronics to 
the company’s products is an 
important consideration in its 
PRODUCT DEVELOPMENT 
program. Facilities for this work 
have been constantly expanded. 

Dividends, including extras, to- 
taled $3.00 per share in 1951 and 
75 cents quarterly has been de- 
clared thus far in the current 
year. 


Abbott Laboratories 

“IT understand that Abbott Laborator- 
ies is regarded as a good growth com- 
pany. Please furnish data as to annual 
earnings, dividends, working capital and 
prospects over coming months.” 

R.N., Gary, Indiana 

Consolidated net sales of Ab- 
bott Laboratories and its subsidi- 
aries were $84,366,271 during the 
year ended December 31, 1951. 
This total is the highest in the 
company’s history, being approxi- 
mately 15% above the 1950 sales 
of $73,505,624. 

Earnings before taxes were 
$20,160,530, compared with $18,- 
880,301 in 1950. Earnings after 
taxes were $10,360,530, or $2.77 a 
share, compared with $10,880,301, 
or $2.91 a share in 1950. Taxes in 
1951 increased about 23% over 

(Please turn to page 56) 
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those of the previous year. 

Dividends declared in 1951 
amounted to $7,321,486, or $1.95 
a share, compared with $6,918,- 
656, or $1.85 a share in 1950. The 
number of shareholders rose from 
12,255 to 13,078. 

Working capital at the end of 
1951 was $43,381,779, an increase 
of $8,309,452. A new issue of pre- 
ferred stock brought in $10,388,- 
424. Plant expansion accounted 
for expenditures of $5,606,984, 
compared with $3,774,729 the pre- 
vious year. 


Foreign operations of the com- 
pany have been expanded. Land 
for new construction has been 
purchased in Argentina, Uruguay, 
and Columbia. New domestic 
branch offices have been com- 
pleted or are being built in Min- 
neapolis, Teterboro, New Jersey, 
and Los Angeles. 

Last July the company an- 
nounced that it would build a lab- 
oratory at Oak Ridge, Tennessee, 
to produce radioactive isotopes for 
the treatment of certain types of 
tumors. The radioactive materi- 
als would be supplied from the 
Atomic Energy Commission’s nu- 
clear reactor. 

The company’s research depart- 
ment is working on new products 





125TH ANNUAL REPORT 
OF 


THE BALTIMORE AND OHIO RAILROAD CO. 
HIGHLIGHTS OF THE YEAR 1951 





by 10.1%. 


equipment in the year. 


STATISTICAL SUMMARY 


Income 





mail and express 


From other sources—interest, dividends, 
rents, etc. 


Total income 


Expenditures 





Payrolls, materials, fuel, services and taxes 


Interest, rents and miscellaneous services 


Total expenditures 


Net Income 


For improvements, sinking funds, and 
other purposes 





Because of heavy traffic and increases in freight rates, the Baltimore 
and Ohio Railroad’s total income for 1951 was 11.87% above 1950. 


But expenditures increased 11.28% at the same time. 


Net railway operating income in 1951 represented a return of only 
3.57% on net investment in transportation facilities. 


Increased operating efficiency enabled the railroad to reduce freight 
train miles by 2.11%, although freight-ton miles handled increased 


Tax accruals for the year totaled $35,669,276—the equivalent of 
total revenue from all transportation services for 29 days. 


More than $36,360,000 was invested in improvements and new 


Average employment throughout the year was 57,932 persons, an 
increase of 8.1% over 1950. Annual wages and payroll taxes per 
employee in 1951 were $4,254—up $271 from 1950. 


From transportation of freight, passengers, 














Year Incease 

1951 over 1950 
$432,535,559 $44,898,210 
27,500,317 3,909,113 
$460,035,876 $48,807,323 
$401,997,398 $41,446,748 
38,886,770 3,245,947 
$440,884,168 $44,692,695 
$19,151,708 $4,114,628 





R. B. WHITE, President 








56 


that offer good promise. Prospects 
over coming months appear favor- 
able. 


Falstaff Brewing Corporation 

“Please report the reason for drop in 
net income last year of Falstaff Brewing 
Corporation. What was the company’s 
sales volume and diivdend payments?” 

B.J., Riverdale, N. J. 

Falstaff Brewing Corporation 
during the year ended last Decem- 
ber 31st showed a record high of 
$39,382,130 in net sales. The 1951 
net sales compared with $37,576,- 
148 for 1950 representing an in- 
crease of $1,805,982. 

Increased operating costs, how- 
ever, caused a drop in earnings to 
$4,777,119 before deducting in- 
come taxes for 1951. This figure 
compares with $5,680,522 for 
1950. Net income for the year in 
review amounted to $2,457,119, 
against $3,232,522 for 1950. 

From 1951 net earnings, $97,- 
841 was paid as dividends to hold- 
ers of preferred stock, with the 
balance of $2,359,278 represent- 
ing earnings on the common 
stock. Earnings per share of com- 
mon stock amounted to $1.31, as 
compared with $1.74 for the year 
previous. Dividends of $1.00 per 
share of common stock were the 
same in 1951 and 1950. 

Out of each dollar of total vol- 
ume, 44 cents went for costs of 
goods sold, 37 cents for taxes, 
1214 cents for selling, delivering 
and advertising costs, and a little 
over 2 cents for administrative 
costs. Slightly more than 4 cents 
remained as net profit. 


Working Capital Reduced 


Net working capital at the close 
of the year was $4,923,088, as 
compared with $7,185,753 at the 
close of 1950. This decrease, is re- 
flected in the increase in plant 
property, depreciated book value 
which advanced to $16,316,391 
from $13,591,710 the year before. 

During the first quarter of 
1952, the 7-year program of plant 
expansion and redisposition of 
productive facilities was com- 
pleted. This will give the com- 
pany a record productive capacity 
of nearly 3,000,000 barrels a year 
and should result in an estimated 
savings of more than $1,000,000 
annually through more efficient 
operation and lower distribution 
costs. 

Sales outlook over coming 
months appear satisfactory, with 
the major consuming season at 
hand. 
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Shifts in Business Trends 
Since January 





(Continued from page 13) 


deficit, first-quarter taxing and 
spending was deflationary on bal- 
ance. In March $600 million in 
interest on government securities 
had to be paid, and many corpora- 
tions and individuals took cash for 
short-term securities so they could 
pay their income taxes. The Treas- 
ury, during the normal lag be- 
tween payment of taxes at col- 
lectors’ offices and the money’s ap- 
pearance in Treasury accounts, 
had to borrow $811 million from 
the Reserve Banks. Treasury bal- 
ances at the commercial banks 
were drained as fast as tax money 
came in; to repay the Reserve 
Banks and rebuild the Treasury’s 
normal balance there will take in 
all some $1.5 billion. This money, 
and more, is on hand from March 
15 tax collections, but it will take 
some time for the commercial 
banks fully to restore their lend- 
ing power after this transaction. 

If President Truman’s budget 
of $85 billion for fiscal 1953 sur- 
vives Congress’ scrutiny, spend- 
ing will approach a rate of three 
dollars for every two dollars being 
spent up to now in fiscal 1952. This 
will have a strong effect on busi- 
ness and prices. 

Placing changes in military pro- 
grams at the end of such a review 
as this is a novelty that bears ex- 
planation. The fact is that the mili- 
tary program was never as large 
as it appeared to some imagina- 
tions. A corollary of that is that it 
is still growing, rather than being 
cut back. That is to say, the first 
plans were grossly overdrawn. 
One large military contractor’s 
statistical staff, as far back as last 
fall, calculated that NPA and DPA 
Were immobilizing metals and 
other scarce components sufficient 
to support some $85 billion a year 
in military procurement. Since 
funds in sight were $52 billion at 
the maximum, this company made 
its plans for a military cutback 
long before one was ordered. It is 
now making consumer goods in a 
factory built for war uses. The de- 
fense cutback was really a retreat 
from the impossible to the pos- 
sible. 

In the second and third quar- 
ters, then, we may see a turn- 
around in textiles, an upturn in 
durables and construction, and a 
continued rise in war production. 
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You pay less than 
the cost of Awnings, 
Window Sereens and 


‘Storm Sash 


Ld teleltleagiol, | 


Sun Screen 


Keeps rooms up to 15° cooler by 
blocking up to 90% of the sun’s rays 


All combination screen and 
storm windows keep out— 
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but ONLY 


Ingersoll 3-Way 


Combination Windows also 


Chut out Heat [ 





Light comes in—but heat, glare and insects stay out! When cold 
weather comes, it’s a matter of seconds to replace the 
KOOLSHADE inserts with light, easy-to-handle, snug-fitting 
inserts of glass for a winter wonderland of comfort. Result: 

All year weather protection ... all-year home comfort. At a 
cost that’s little if any more than ordinary combination windows! 
Developed by Borg-Warner’s Ingersoll Products Division, 

and available in aluminum or California redwood, this 

is a striking example of how 

B-W Engineering Makes It Work @ B-W Production Makes It Available 
Attractive distributor-dealer franchises are available in some territories. For 


details, address Ingersoll Products Division, Borg-Warner Corporation, 
321 Plymouth Court, Chicago, Illinois 


Almost every American benefits every day from the 185 products made by 


Borc- WARNER 


THESE UNITS FORM BORG-WARNER, Executive Offices, Chicago: 

BORG & BECK e BORG-WARNER INTERNATIONAL e BORG-WARNER SERVICE PARTS 
CALUMET STEEL e@ DETROIT GEAR e DETROIT VAPOR STOVE e FRANKLIN STEEL 
INGERSOLL PRODUCTS e INGERSOLL STEEL @ LONG MANUFACTURING e LONG 
MANUFACTURING CO.,LTD. ¢ MARBON e MARVEL-SCHEBLER PRODUCTS @ MECHANICS 
UNIVERSAL JOINT @ MORSE CHAIN e MORSE CHAIN CO.,LTD. e NORGE e NORGE-HEAT 
PESCO PRODUCTS e ROCKFORD CLUTCH e SPRING DIVISION e WARNER AUTOMOTIVE 

PARTS e WARNER GEAR e WARNER GEAR CO., LTD. 
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The Position of the Investor 
Under New Corporate 
Financing 
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of the bonds, and, in part, for ad- 
ditional financing that might be 
required in the future. While no 
details of the debenture financing 
have been announced, aside from 
the amount involved, it is believed 
that the same ratio of conversion 


will prevail as in last year’s simi- 
lar financing, which was on a basis 
of $100 debentures for every seven 
shares held. 


Sales of the $550 million deben- 
tures will bring to over $2 billion 
the amount raised since World 
War II from convertible deben- 
tures. Of the amount previously 
sold, approximately $1,069 billion 
has been converted into stock. It 
is probably, after the new financ- 
ing is completed, that conversion 
will proceed at about the same 
ratio as in the case of previous 
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Armco 


Net Sales and Other Revenues . 
Income Before Federal Income and 


A report 


Armco Steel Corporation 


1951 1950 
. $541,252,817 $444,298,724 





Excess Profits Taxes ‘ 104,145,779 95,173,733 
Provision for Federal Income and 7 Profits Taxes 69,141,292 48,173,228 
Net Earnings ; 35,004,487 47,000,505 
Net Earnings per Share of Commun Stock . 6.69* m7" 
Preferred Dividends 139,570 880,609 
Common Dividends . 14,758,593 15,701,546 
Cash Dividends per Share é Gennes Stock 3.00 4.00 
Earnings Retained in the Business. . . 20,106,324 30,418,350 
Book Value per Share of Common Stock * Your end 53.65 53.08 

*1951 based on 5,213,530 shares outstanding at December 3}. 
1950 based on 3,922,172 shares — the average number of shares 
outstanding during that year. 
FINANCIAL POSITION 
Assets 
Total Current Assets . . $189,779,933 $186,904,543 
Investments—Net . . . - 23,796,782 16,428,663 
Property, Plant and Sentpenet~tet 3 197,201,341 164,043,422 
Prepaid Expenses i, pet 5,236,462 4,743,891 
Total . . $416,014,518 $372,120,519 


Liabilities and Capital 
Total Current Liabilities 
Long-Term Debt (less current partion) . 
Operating Reserves . 
Net Worth . 
Total . 


- $ 70,766,626 $ 77,702,484 





59,096,995 60,920,000 
6,459,794 5,473,641 
279,691,103 228,024,394 

- $416,014,518 $372,120,519 


A free copy of our complete 1951 Annual Report, which contains many interesting 
facts and figures concerning Armco Stee! Corporation, will be sent to you on request. 


ARMCO STEEL CORPORATION \amc,; SRMCO 


Middletown, Ohio, with Plants and Sales Offices from Coast to Coast 
The Armco International Corporation, World-Wide 
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issues. In last year’s financing of 
$415 million, over half was con- 
verted in addition to conversions 
of about $156 million from pre. 
vious issues. 

Debt retirement is facilitated on 
a large scale through this type of 
financing, about $371 million hay- 
ing been retired in 1951. Dilution 
of the capital stock is proportion- 
ate, but since the funds received 
are going directly into needed ex- 
pansion, the per share ratio of 
earnings has not been affected to 
an important degree. Last year, 
earnings were $11.75 a share. At 
current prices of about 154, the 
yield is 5.8%, a return that has 
appeal for investors. 

American Tobacco Co. has raised 
more than $100 million of new 
capital in two issues: one, the 25- 
year 314% debentures which were 
offered at a price to yield 3.31% 
(currently selling to yield 3.2%), 
and second, 1,075,685 additional 
common shares, offered for sub- 
scription at $52 a share. Net pro- 
ceeds of the two issues amounted 
to approximately $103 million. 
These funds will be used to reduce 
bank loans which recently have 
been around $157 million, which is 
the peak after seasonal borrowing. 
Last year, this figure stood at $162 
million. 


Inventory Needs Rise 


Inventory requirements have 
been growing as a result of ex- 
panding sales, which in turn has 
increased the need for cash. Fur- 
thermore, the company has over 
$50 million tied up in revenue 
stamps, a usual procedure. This 
has to be financed by the company, 
pending receipt of cash from its 
distributors. 

Both the debentures and com- 
mon stock received a good recep- 
tion, with a broad demand for the 
bonds from institutional investors 
a feature. With the addition of the 
new common stock, equity capital- 
ization has been increased about 
20%, the total outstanding now 
being about 6.5 million shares 
against the previous figure of 
5,378,000. While common share 
stockholders’ equity is diluted, the 
manifest gains in the new financ- 
ing more than balance this defect. 
At current prices of 58, the yield 
is about 7%, which is satisfactory 
for a company of this standing. 

Owens-Corning Fiberglas Corp. 
recently made a public offering of 
630,000 shares at $35 3, a share. 
Of this amount, 450,000 shares 
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was offered by the company and 
90,000 shares each by Corning 
Glass Works and Owens-Illinois 
Glass Co. As of Dec. 31, 1951, the 
two latter companies each owned 
1,050,000 shares, or 3314%. At 
the offering price, the shares, 
which were over-subscribed had a 
value of over $35 million for each 
of the two owning companies. 

The Fiberglas Company was 
started in 1939 and then had sales 
of less than $4 million. In 1951, 
they had risen to the enormous 
figure of $97 million, with the 
company still growing. Earnings 
have fluctuated considerably in 
recent years. In 1951, earnings 
were $2.25 a share, in 1950, $2.93 
a share, and in 1949, 88 cents a 
share. 

The offering, of course, does not 
represent any new stock hence 
the proportion of earnings to com- 
mon shares have been unaffected 
by the sale of the shares to the 
public. After the public offering 
the shares advanced to the current 
level of 45. At this price, they seem 
to have raced somewhat far ahead 
of actual earnings. Dividends are 
presumably at the rate of $1 an- 
nually (no official announcement 
having’ yet been made). On that 
basis, the yield is not much over 
2% which is not attractive under 
present market conditions. 

Koppers Co., Inc.’s recent offer- 
ing of 250,000 shares of common 
was well taken. The stock was 
offered at $45 a share. Proceeds 
are for plant expansion and im- 
provements, with about $15 mil- 
lion of the receipts to be spent for 
these purposes in the current year. 

The new offering brings the out- 
standing common stock up to 
1,867,000 shares. The additional 
amount of shares is not large 
enough to have a material effect 
on stated per share earnings. In 
1951, earnings amounted to $6.32 
a Share and in 1950, $6.81 a share 
on the smaller amount of shares 
then outstanding. At current 
prices of about 45, the yield is 
about 5.5% on the $2.50 annual 
dividend. This return is attractive 
in view of the good earnings 
coverage. 





Is The Market Near A 
Turning Point? 
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declines, the restraints on rela- 
tively moderate advances — with 
the great majority of investors 
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A YEAR OF CONSTRUCTION 


A major expansion program, now nearing completion, 
substantially increases the company’s productive capacity. 
St. Regis products include sulphate pulp, kraft paper 


and board, multiwall bags, a wide range of printing and 
publication papers, industrial and decorative plastics. 
Shown above is an enlarged digester building at 


the Pensacola, Florida, mill. 


SUMMARY OF CONSOLIDATED INCOME 


Net Sales, Royalties, and Rentals .. 


Cost of Sales and Expenses 





Mncome Charees.. s+. cecsecvess 


For the Years Ended 
December 31, 1951 and 1950. 


1951 1950 


$195,955,617 $154,789,186 
$159,845,270  $134,376,511 
$ 36,110,347 $ 20,412,675 
$ 4,756,969 $ 1,362,283 
$ 40,867,316  $ 21,774,958 
$ 2,126,473 $ 1,626,088 





Net Income Before Provision for Federal 


and Foreign Taxes on Income 


$ 38,740,843  $ 20,148,870 


Provision for Federal and Foreign Taxes on 


Income 


Dividends Paid 
Preferred Stock 
Common _ Stock 


$ 21,944,809 
$ 16,796,034 


$ 8,525,126 
$ 11,623,744 





708,193 $ 
$ 4,136,531 


752,105 
$ 3,619,500 


ST. REGIS PAPER COMPANY 


230 PARK AVENUE, NEW YORK 17, N. Y. 


Offices in Principal Cities 
In Canada: St. Regis Paper Company (Canada) Limited, Montreal 











simply sitting tight through both 
because (1) they see nothing to 
get seriously alarmed about; and 
(2) despite lower corporate earn- 
ings, their dividend returns re- 
main generally good. 

The most basic considerations 
are earnings, dividends, the dura- 
tion of the defense stimulus, and 
the presently conjectural scope of 
the deflationary adjustment ex- 
pected aiter the combined lifting 
force of the arms effort and un- 
precedented capital outlays passes 
its peak. Institutional and indi- 
vidual funds available for employ- 


ment, or seeking employment, in 
good common stocks—and in high- 
grade fixed income securities, es- 
pecially preferred stocks, to which 
we earlier called attention else- 
where in the Magazine and which 
are now performing excellently— 
are plentiful. Emphasizing good 
yields and stable economic activity 
for at least a considerable time to 
come, investors still lean to selec- 
tive buying on market reactions. 
Emphasizing static earnings at a 
reduced level and post-defense- 
period worries, they have so far 
(Please turn to page 60) 


59 





Ah —— 
whee te ee me 











Merrill Lynch, Pierce, Fenner & Beane Refsnes, Ely, Beck & Co. 


William R.Staats&Co. Stone & Webster Securities Corporation Dean Witter & Co. 


This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


NEW ISSUE March 26, 1952 


400,000 Shares 


Arizona Public Service 
Company 
Common Stock 


$5 Par Value 


Price $12.75 per share 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in Securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation Blyth & Co., Inc. 
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4 A Prospectus describing the Come 
ceeiins ; pany and its shares, including 
r the price and terms of offer- 
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COMMON DIVIDEND NO. 169 | ing, is available upon request. 








pREreRENCE STOCK ’ ? ggpesvaeautc. e 

4.48% CONVERTIBLE SERIE 7, EBERST ja OO ae A 
DIVIDEND NO. 2 : sh 
pecs td , 39 Broadway New York City 
4.56% CONVERTIBLE SERIES > 

DIVIDEND NO. 16 ) 





The Board of Directors has ( 
authorized the payment of the ff 
following quarterly dividends: 

50 cents per share on the 4 
Common Stock; > 

28 cents per share on the 4 
Preference Stock, 4.48% Con- Pf 
vertible Series ; ¢ 

2814 cents per share on the 
Preference Stock, 4.56% Con- ‘ 







COMMONWEALTH 
IMVESTMENT 
COMPANY 


a MUTUAL 


INVESTMENT FUND 











COMMONWEALTH 





sesccnseainesenapel , INVESTMENT COMPANY 
The above dividends are pay- 
able April 30, 1952, to stock- ESTABLISHED 


holders of record April 5, ff - 1932 
1952. Checks will be mailed 
from the Company's office in WS . 
Los Angeles, April 30, 1952. 












5 4 
4 P.C. HALE, Treasurer : Prospectus describing Company and terms of offer- 
March 21, 1952 ’ ing may be obtained from Investment Dealers or 
, 2500 Russ Building, San Francisco 4, California 
|] EEEEoe mam! 
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Turning Point? 
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turned cautious in no great time 
on market advances. 

In the realistic terms of price- 
earnings ratios and _ dividend 
yields, in the matter of speculative 
activity, and in the general level 
of stock prices when figured in 
terms of the dollar’s depreciation, 
it has long been a market of rea- 
sonable moderation. As long as 
that is so, it is unlikely either to 
fall through the floor or go 
through the roof. Accordingly, our 
selective, middle-road investment 
policy, applied via detailed recom- 
mendations made elsewhere in the 
Magazine, remains in order. 

—Monday, March 31. 





As I See It! 
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warned that communism, now 
driven underground, will get a 
new lease on life if the standard 
of living, held up by the American 
dollar crutches, is left to topple 
down. 

Yet there is plenty of money in 
Greece today—enough to finance 
the great rehabilitation schemes 
during the present period of inter- 
national emergency even if our 
aid were smaller. Row upon row of 
luxury flats in Athens attest to 
the fact that there are plenty of 
people in Greece today with money. 
In fact there has never been more 
money in Greece and the differ- 
ence between the rich and poor 
has never been greater. But the 
Government cannot get at this 
money. Taxes collected cover only 
about 40 per cent of the Govern- 
ment expenditure. Why ? First, the 
country needs a real tax reform. 
Second, the Greek people have 4lis- 
trusted every single Government 
since the war. They have sent their 
money abroad or salted it away in 
gold sovereigns or luxurious apart- 
ments. Greek shipowners have 
transferred some two-thirds of 
their vessels to foreign flag, chiefly 
Panamanian, to escape paying 
taxes. In 1950, these dollar multi- 
millionaires—who own the third 
largest fleet in the world—are said 
to have paid to their Government 
less than $8 million in taxes. 

The Greek Governments, as the 
French, have been weak and un- 
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stable because they have been 
based on coalitions of splinter par- 
ties of which there have been at 
times as many as 30. Tradition- 
ally, each party has a turn at the 
pork barrel, and it is said that the 
big money people, real estate and 
currency speculators, have sup- 
ported this type of regime as a 
protection against reforms that 
must come sooner or later. It is 
said quits freely in Athens that 
the mess can be cleaned up only 
under a dictatorship. Is our money 
to buy a dictatorship or democracy ? 

The situation was undoubtedly 
in the mind of the American Am- 
bassador in Athens, Mr. Peurifoy, 
when the other day he expressed 
the opinion that the present Gov- 
ernment, based on parties, no one 
of which can get a majority, would, 
if retained, “have a disastrous ef- 
fect upon the efficient use of Amer- 
ican aid.” The Greek parties, par- 
ticularly those in power, immedi- 
ately put up a great cry of Ameri- 
can interference in Greek internal 
politics. Yet it is useless to think 
that Greece will carry out the ne- 
cessary fiscal reforms, balance her 
budget, and interest her own peo- 
ple in financing the economic re- 
construction of the country with- 
out a reform of her parliamentary 
structure and the abolition of the 
spoils system. 


BOOK REVIEW 


THE EXECUTIVE AT WORK 
By MELVIN T. COPELAND 

Any executive, whether in business, 
education, or government service, will 
find food for thought in this compre- 
hensive, realistic, and concrete account 
of administrative leadership. Mr. Cope- 
land’s freshly written book discusses the 
fundamentals of administration and 
organization, outlines the qualities 
needed for the attainment of executive 
leadership, and places in its proper 
perspective the social importance of 
eective leadership. Illustrating all his 
major points by concrete examples and 
case histories taken from real life, Mr. 
Copeland deals with such important 
aspects of responsible administration as 
the authority of the executive; the 
executive’s lieutenants and how to coach 
them; keeping informed; keeping the 
wheels turning; survival in a changing 
world; the spirit of risk-taking; timing; 
nurturing morale; extracurricular ac- 
tivities; standards of conduct; rewards 
for management; providing for retire- 
ment; and freedom for acievement. All 
who wish to further—or to witness—the 
continuance and extension of that effec- 
tive teamwork which is a mark of execu- 
tive achievement and which is so vital 
an ingredient of free enterprise in 
American society will find this book 
practical and stimulating. 
Harvard University Press 








$3.75 
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Philip Morris & Co. Ltd., Ine. 


Our Institutional STOCKHOLDERS | 





Scientists in the Making at Johns Hopkins University 

Philip Morris dividends benefit not only in- 
dividual stockholders but thousands of others 
as well—people aided by the institutions own- 
ing stock in Philip Morris. 

For example, Johns Hopkins University, which 
offers a large number of scholarships for the 
education of deserving students, is aided in 
this by the dividends received as a Philip Morris 
stockholder. 


102nd 
COMMON 
STOCK 
DIVIDEND 


CUMULATIVE PREFERRED STOCK 
The regular quarterly dividends 
of $1.00 per share on the 4% 
Series and $0.975 per share on 
the 3 
clared payable May 1, 1952 to 
holders of record at the close 
of business on 


COMMON STOCK ($5.00 Par) 

\ regular quarterly dividend 
of $0.75 per share has been de- 
clared payable April 15. 
to holders of record at the close 
of business on April 1, 1952. 


L. G. 


New York, N. Y. 


3.90% Series have been de- 


April 15, 1952. 


1952 


HANSON, Treasurer 
March 19, 1952 
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OPERATING UNITS: . 


AMERICAN 
TYPE FOUNDERS 


* 














DAYSTROM 
DIVIDEND NOTICE ELECTRIC 
The Directors of Daystrom, Incorporated oe 
(formerly ATF Incorporated) on March 25, DAY STROM 
1952, declared a regular quarterly dividend FURNITURE 
of 25 cents per share, payable May 15, 1952, pe 
to holders of record April 28, 1952. eee 
American Type Founders offers the world’s most ae 
\ complete line of printing equipment. LAMI 
PACIFIC GAs AND ELECTRIC Co. CONSOLIDATED 
NATURAL GAS 
COMPANY 


DIVIDEND NOTICE 


Common Stock Dividend No. 145 = 


The Board of Directors on March 12, 


1952, declared a cash dividend for the 


first quarter of the year of 50 cents per 
share upon the Company's common 
capital stock. This dividend will be 


paid by check on April 15, 1952, to 


c 
€ 


The Transfer Rinks will not be closed. 


San Francisco, California 


ommon stockholders of record at the 
close of business on March 24, 1952. 


K. C. Curistensen, Treasurer 








30 Rockefeller Plaza 
New York 20, N. Y 
DIVIDEND No. 17 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
semi-annual cash dividend of 
One Dollar and Twenty-five 
Cents ($1.25) per share on the 
capital stock of the Company, 
payable on May 15, 1952, to 
stockholders of record at the 
close of business April 15, 1952. 

E. E. DUVALL, Secretary 


March 20, 1952 
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Allied Chemical & Dye Corporation 
61 Broadway, New York 6, N. Y. 
NOTICE OF ANNUAL MEETING 
To the Stockholders: 

The Annual Meeting of the Stockholders of 
Allied Chemical & 9 Corporation will be 
held at the principal office of the Corporation, 
No. 61 Broadway, Manhattan Borough, New 
York City, at 1 P.M. (Daylight Saving Time), 
on Monday, April 28, 1952, for the purpose 
of electing directors for the ensuing year and 
for the transaction of such other business as 
may properly come before the meeting. 

Stockholders of record as of the close of 
business March 20, 1952, will be entitled to 
vote at this meeting. The transfer books will 


not be closed. 
W. C. KING, Secretary 
Dated, March 20, 1952. 














Crown Cork & SEAL 





XY COMPANY, INC. 





COMMON DIVIDEND 


The Board of Directors has this day 
declared a Dividend of twenty-five cents 
($.25) per share on the Common Stock of 
Crown Cork & Seal Company, Inc., payable 
May 16, 1952, to the stockholders of record 
at the close of business April 8, 1952. 

The transfer books will not be closed. 

WALTER L. McMANUS, Secretary 
March 27, 1952. 











Burroughs 


208th CONSECUTIVE CASH 
DIVIDEND 


A dividend of twenty cents ($.20) a share 
has been declared upon the stock of 
BURROUGHS ADDING MACHINE COM- 
PANY, payable June 10, 1952, to share- 
holders of record at the close of business 
May 16, 1952. 

Detroit, Michigan 
March 28, 1952 


SHELDON F. HALL, 


Secretary 
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BOOK REVIEWS 


THE SEARCH FOR PEACE 
SETTLEMENTS 


By REDVERS OPIE 
and Associates 


This study of the problems presented 
in peace-making after the second world 
war was undertaken at a time when it 
was still hoped that, under the impact 
of Nazi aggression, the Soviet Union 
had learned the lesson that only unity 
among the Great Powers could prevent 
war. The book examines the nature of 
the peace-making process and the war- 
time and post-war preparations for the 
actual negotiation of settlements. In 
view of the increasing importance of 
Soviet recalcitrance and aggression in 
obstructing the processes of peace- 
making, an account is also given of the 
Soviet prewar diplomatic moves that 
encouraged Nazi aggression and of 
Soviet political objectives as shown in 
collaboration with Germany after the 
war broke out. The negotiations of the 
peace treaties already concluded—with 
Italy and the four satellite countries— 
are described, and also the long-drawn- 
out abortive attempts to make progress 
with settlements for Austria, Germany, 
Japan, and Korea. 


The international meetings and con- 
ferences that are relevant to the study 
extend from the Atlantic meeting of 
President Roosevelt and Mr. Churchill 
in 1941, through the wartime series to 
Yalta and Potsdam, and the postwar 
series as far as the last meeting of the 
Council of Foreign Ministers in Paris. 
An account is given of the sharp decline 
in Big-Three unity in the interval be- 
tween Yalta and Potsdam, and of the 
steadily growing realization thereafter 
of the real intentions of Russia in the 
postwar world. 

The Soviet record, in diplomatic nego- 
tiations with the Western Powers and in 
the field of more direct action, is allowed 
to speak for itself. From the review of 
the past the conclusion of this book 
emerges irresistibly—that in looking to 
the future it is overwhelmingly in the 
power of the Soviet leaders to decide 
whether a third world war is to follow 
the lost peace. 


The Brookings Institution $4.00 





THE DECLINE OF LAISSEZ FAIRE 
By HAROLD U. FAULKNER 


In this period between wars the pat- 
tern of our twentieth-century economy 
took form; The Decline of Laissez Faire 
analyzes this crystallization with no- 
table clarity and thoroughness. Here are 
detailed accounts of the great overseas 
expansion which followed the Spanish- 
American War and of the development 
of economic imperialism; of the wave 
of industrial consolidation from 1897 to 
1904; of the expansion and dominance 
of finance capitalism; of the general ex- 
pansion throughout the period of Ameri- 
can industry; of the expansion and con- 
solidation of organized labor. 

This expanding period witnessed the 
height of American railroad transporta- 
tion and the development or revival of 
competing forms of transportation; it 
was a period of great agricultural as 


well as industrial expansion. But it was 
also a time of enormous increase in gov- 
ernment regulation. The Decline of 
Laissez Faire explores the interrelation 
of these developments in detail. At a 
time when the relation of government 
control to free enterprise is the critical 
question of our economy, the background 
which this analysis provides is an essen- 
tial for every thoughtful reader. 


Rinehart & Company, Ince. $6.00 


PLANOMANIA 
By RAOUL KUFFNER 


Here is the story of the rise and fall 
of an economy reflected in the day-to- 
day experiences of a business enterprise 
that started with basic raw materials 
and followed by processing them 
through to the final consumer. Until 
World War I the story was of growth. 
Following World War I the direction 
changed as the existing, relatively free 
economy was transformed into a highly 
regimented, supervised, dirceted and 
controlled state. 

For more than thirty-five years the 
author participated actively in this 
large enterprise, but in 1938 the upsurge 
of Hitler in Europe and the political 
controls of the State forced him to part 
with the management of a business that 
had been synonymous with the name 
Kuffner for almost a century. 


We may generalize about the bureau- 
cratic state, the shortcomings of capi- 
talism and the interferences of the po- 
litical state with the development of 
productive enterprise, but these general- 
izations, if accurate, must have concrete, 
individual meaning in terms of the hour- 
to-hour and day-to-day operations of the 
business enterprise. Here it is. 


Richard R. Smith Publisher, Inc. $3.50 


DIZZY 
By HESKETH PEARSON 


Deservedly one of the outstanding 
biographers of our time, Hesketh Pear- 
son turns in this book to perhaps the 
most fascinating, perplexing and dra- 
matic figure of the Victorian age—a man 
who was equally famous as statesman, 
author and wit. 

Disraeli began political life with 
everything against him —his race, his 
disturbing wit, his love of pageantry 
and deliberately extravagant appear- 
ance, his passionate devotion to the tra- 
ditions of aristocracy, coupled with a 
romantic temptation alien to the sober, 
middle-class atmosphere of his age. But 
through genius and undeviating self- 
confidence he lived to become an object 
of national reverence and affection in 
spite of ridicule from opponents and 
constituents alike. 

Pearson has penetrated the glittering 
pariamentary facade to give us the man 
himself. Side by side with that famous, 
sphinxlike figure who could hold the 
House of Commons spellbound during 
a three-hour speech, who brought Eng- 
land to the historic peak of her power, 
we have the character who danced a jig 
with his wife in their bedroom, wrote 
her daily notes, was inconsolable at her 
death, and eventually emerged from 
self-imposed isolation to fall in love at 
seventy with another man’s wife. 

Written with a wit and perception 
worthy of his subject, this is a brilliant 
re-creation of the man whose person- 
ality was his genius. 

Harper $4.00 
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Fingers You Can Count On 


These are electronic “‘fingers”. . . the compact and 
rugged pluggable units in IBM Electronic Business 
Machines. Their high-speed counting capacity and 
amazing accuracy meet the most exacting account- 
ing and calculating requirements of business, in- 
dustry, and engineering. 


These “fingers”. . . backed by IBM service, re- 
search, and development . . . are helping to fulfill 
production demands with economy of time, ma- 
terials, and costs. 








( IB M Electronic Business Machines 


Type 604 
Electronic Calculator 








